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Inher 
Famc 
pene THE First 50 years of our life, 
which began in 1853, trust business 
was a relatively minor activity. In retro- HIST 
spect we can only marvel at the patience Trust 
of our founders who nursed this 
; ae 50 Ye 
infant activity through development. 
Whether they were possessed of prophetic From 
vision, or merely stubborn, we shall 50 Ye 
never know. Their patience was amply 50 Ye 
rewarded with the coming of the second 
. 50 Ye 
50 years which so nearly parallel 7 
the life of this magazine. After the turn of rust 
the Century the country’s era of Advert 
industrial expansion finally arrived, Begin 
accompanied by a phenomenal growth 50 Ye 
in national and individual wealth. 
O . Trust 
ur trust service, groomed for so many 
years, was ready. Bank 
Trust business has enjoyed a rapid Trust 
and almost uninterrupted rise since Most 
“Trust Companies” was founded. | 
The complex times we live in demand a 
specialized help and guidance in — 
the management of property, and life 
. P. Pun 
seems to be getting more, not less, | 
WILLIA 


complicated. The difficulties surrounding 
management of investment wealth 
are becoming greater with every 
passing year. 





Today the term “trust company” 
encompasses a wide range of 
financial services. And today, more 
than ever before, people need and 
deserve the best possible advice 
as to the management of money. 
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ORIGINS and PURPOSES of “TRUSTS and ESTATES” 


and Relationship to Trust Division 


HE DECISION OF THE EXECUTIVE COMMITTEE OF THE 

Trust Company Section of the American Bankers’ 
Association in 1903, as ratified by a resolution of the mem- 
bers, that an independent journal devoted to the “trust 
company” interests was essential to their progress, was the 
origin of Trust Companies Magazine, as TRUSTS AND ESTATES 
was known until the change of name in 1939, The cause of 
this need was expressed by Breckinridge Jones, the “father” 
of the Trust Company Section and president of the Missis- 
sippi Valley Trust Company of St. Louis. 


At the first meeting, in 1896, of the Trust Company 
Section (of which Mr. Jones was chairman) he reported 
to the 218 delegates (49 of them presidents) that “among 
the things suggested were that the Section . . try to 
induce some of the banking journals to publish the papers 
read at the meeting, and devote some space to questions of 


special interest to trust companies. . . . At the time the above 
recommendations were made, there was nothing regularly 
printed about trust companies .. . . after a most exhaustive 


search I was unable to find in print fifty pages of general 
information in regard to the subject.” 


Apparently the efforts to interest banking publications in 
this new field of fiduciary endeavor proved fruitless, for in 
the course of a meeting in Washington six years later, it 
was decided to seek someone willing to publish a separate 
and independent magazine devoted to trust affairs. The 
proposition was put before Christian A. Luhnow — then 
on vacation from his post in Berlin as European correspond- 
ent for James Gordon Bennett’s New York Herald. Mr. 
Luhnow, who was stopping at the Willard Hotel, was recog- 
nized by Edwin A. Potter, president of the American Trust 
& Savings Bank of Chicago and vice chairman of the Execu- 
tive Committee. Mr. Potter, as well as Charles G. Dawes, 
then president of the Central Trust Company of Illinois, had 
known Mr. Luhnow as a financial reporter in his* earlier 
days with the old Chicago Post. ‘ 


Upon their invitation, he attended the meetings and was 
asked to undertake publication of a magazine for the trust 
ompanies. Breckinridge Jones was. then chairman of the 
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Section and Clark Williams, vice president of the United 
States Mortgage & Trust Company of New York, was chair- 
man of the executive committee. Other notables in the Trust 
Section at that time included: Festus J. Wade, president of 
Mercantile Trust Company of St. Louis; John Skelton Wil- 
liams, president of Richmond (Va.) Trust & Safe Deposit 
Company; Pierre Jay, vice president of Old Colony Trust 
Company of Boston; Albert A. Jackson, vice president of 
Girard Trust Company of Philadelphia; Lyman J. Gage, 
president of United States Trust Company of New York; 
Henry Fries of Wachovia Bank & Trust Company in Wins- 
ton-Salem, N. C.; Uzal McCarter of Fidelity Trust Company 
in Newark, N. J. and Fred Goff of the Cleveland Trust 
Company. 


The resolution which gave rise to both the Trust Company 
Section and Trust Companies magazine, opened with these 
words: 


“As there has been but little published as to trust com- 
pany practices, and no general meeting for an interchange 
of ideas as to them, each company has been forced to 
establish its own precedents without having the benefit 
of the experience and methods of other companies.” 


Editorial Objectives 


These words introduced the pioneer periodical devoted 
to fiduciary interests: 


“The Trust Companies of the United States, numbering 
over thirteen hundred, with resources aggregating three 
billion dollars, have no publication which directly repre- 
sents their combined interests. No other financial institu- 
tions of comparatively recent growth have made such 
giant strides and at the same time are so little understood 
outside of those immediately interested. No adequate 
means have been available for intelligent and compre- 
hensive publication of all latest developments, statistical 
and educational, affecting trust companies, individually 
and as a whole. Hitherto no medium has existed for review- 
ing and assembling all facts relating to the scope and 
power of trust companies, questions of legislation, uni- 
formity and codification of legal requirements. Trust com- 
panies seeking co-operation, interchange of practical in- 
formation, and realizing the value of organized effort, 
have labored under disadvantage from: this-cause.” 
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Reviewing the major developments in the Trust business 
in his 20th Anniversary message in the March 1924 issue 
of Trust Companies, Breckinridge Jones wrote for the record: 


“Trust Companies Magazine at once became the recog- as: 
nized vehicle for the expression of the best trust company Se 
thought. It was the place where enquiring trustmen could came tent Scates8rCp , — 
find matured answers to their company problems, the wenMaasr seenteam mms costc ro ew Y 
reservoir from which could be drawn the incarnation of gates is in: aid 


trust company faith and practice. 


“The magazine, under its able editor, Mr. Luhnow, C. A. a “ent tudinal. 
became of increasing importance, and for years has been 43 Cedar St., City. 
absolutely essential to every trust company official and wy doe Bir: 
employee who wishes to keep abreast of trust progress and Se eiatbindinn eit tan Wiinlaenes Madeline ia 
sachin Trust Company Section of thé American Bankers Association adopted = 
“The Trust Company Section (now Division) and Trust at the recent meeting in New York, I was directed to express to you 
Companies Magazine have been the potent influences that the Conmittee's appreciation of the high character of the two 


have caused trust companies in the past twenty years to 

develop more rapidly in resources and usefulness than 

any other banking institutions.” 

Edward TenBroeck Perine, pioneer chronicler of fiduci- 
ary history, in his book “The Story of the Trust Companies” 
published in 1916, referred to the founding of this magazine 
as a milestone in the business, and noted that “There are 
half a hundred periodicals devoted to news of the banks, 
but by some accident the news of trust companies has been 
neglected.” He commended e: A. Luhnow for “this enter- of the Trust Company Section may be materially advanced -hrough | 
prising periodical” which “was well received from the first, a es | 
and continues today to be an authority both as to news and 
the best thought regarding institutional practice and 
progress.” 


numbers of "Trust Companies" which have already appeared, and the 
hope that through the maintenance of this high standard, the 
‘general interests of the Trust Companies of the country may be ef- 
ficiently served. 

The Committee feels that this commendation is de- 
served because of your efforts to give the Trust Companies of the 
country a medium for the exchange of thought, and the ‘scussion 


of questions of general interest, and believes that the purposes 


Yours very 





CHAI SCUTIVE COMMITTEE. 





Originally designed strictly to “serve the aims and wel- 
fare of trust companies as a whole, without discrimination 





in favor of any individual purposes,” the years brought the of Clark Williams’ article in the maiden issue entitled: | 
need for a wider horizon of see As national banks “Cooperation Among Trust Companies” in which he wrote: 
entered the trust business, particularly following passage “It is hoped that Trust Companies will be a coordinating 
of the McFadden Act = 1927, and mergers between banks influence in bringing into closer relations of friendly 
and trust companies increased, the distinction of title all cooperation the trust companies of the country, and do 


much to strengthen their position in the financial world. 
i , Their rapidly increasing power will, perforce, result in 
The change of name to Trusts AND EsTaTEs in 1939 was legislation generally affecting such institutions, and it may 


a realistic adaptation to the principle and fulfilled prophesy not be false prophecy to suggest (Continued on page 176) 


but vanished. 
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Fiduciaries Financial Service 





This service is to assist individuals acting as Executor, Ad- 
ministrator, Trustee or Guardian—their Counsel, Accountants 


nC or Advisors. 


By appointment of Bankers Trust Company as Custodian or 


Agent, fiduciaries may relieve themselves of the worries and 
details of property management and the keeping of pertinent 
) records. The following services may be obtained in whole or 


in part as the fiduciary and his counsel require: 


tled: . 
rote: Safekeeping of Securities Investment Advisory Service ‘ee 
ating ah 
ndly Collection of Dividends Maintenance of Complete Estate, : 

d = and Interest Trust and Income Tax Records 

roria, “ 
a Handling of Security Real Estate Management and 
176) Sales and Purchases Mortgage Servicing 


Stock Transfers Depositary under Court Order 





You are cordially invited to write Personal Trust Division, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 


line of the services we render as agent for individual executors. 


BANKERS TRUST COMPANY 


NEW YORK 


Member Federal Deposit Insurance Corporation 
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(Continued from page 174) that Federal interest 
may in time be awakened to this end. It, therefore, seems 
important that we should put ourselves in such a position 
of united strength — at least — that we may be abie to 
direct intelligently such influences as tend to affect trust 
company interests as a whole.” 


Not only were commercial banks and trust companies 
becoming synonymous in the scope of their services, but 
also in the view of the public. Today, trust departments of 
national banks administer, according to figures of the Comp- 
troller of the Currency, over $40 billion of assets, approxi- 
mately the amount administered by trust companies. 






But another consideration dictated the change of the 
magazine title. To fulfill its basic purpose of promoting the 
mutual interests of those it serves and those whom its readers 
serve, a trade journal should be concerned primarily with 
the public welfare and opinion as the test of any commercial 
enterprise or professional service. Thus, the change of title 
signified both a recognition of the interlocking concerns and 
values of all professional fiduciaries and their allies in the 
fields of law, taxation, accountancy and insurance, and an 
editorial policy constantly striving to improve the “function” 
of trusteeship rather than the class interests of any certain 
group. The criterion would have to be “what is in the best 
interests of the common client and the public welfare?” 


Thus it is that, in a world of changing forms but enduring 
principles, the editors of TRusTs AND Estates have sought 
to apply the flexibility, which is so essential to Trusteeship 
itself, to the role of Journalism. We seek to make more use- 
ful the policy enunciated in the first anniversary issue of 


March 1905: 


“The publishers of Trust Companies begin the second 
year with the knowledge that it has assumed a great re- 
sponsibility as the pioneer and only publication devoted 
to trust company interests. . . Its aim will be not only to 


associate editor; Dorothea Bloomfield, research assistant. 


Foosaner, Taxation, and Henry A. Long, Mutual Funds. 
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Teresa A. Egan, editorial secretary; Sarah Mauro, receptionist; William M. Bradner, 


Contributing editors, besides legal correspondents in 36 jurisdictions, are: Samuel 








endeavor to harmonize differences between trust companil 
and the banks wherever it is necessary, but to discours 
and fight against every abuse of trust business; agai 
the misuse of the name of “trust company,” and again 
practices which are not in keeping with intelligent ay 
sound banking and trust company finance.” 









The Importance of a “Free” Press 





“Every influential financial or trade publication is cc 
fronted from time to time with offers to subsidize ty 
enterprise and publish information and assert an editor; 
policy which shall favor sectional or individual interes, 
One of the cardinal principles of the publication busing 
is to appreciate and preserve in every way the good-w] 
and confidence commanded by virtue of pursuing an ing 
pendent and unselfish course.” 














So read the editorial announcement in the June 1% 
issue. In maintaining editorial independence, free of pari 
san politics, of subsidy and resultant control by any groy 
or organization, we are but carrying on the tenet so cap 
fully and clearly laid down by the “founding fathers” { 
the Trust Company Section of the A.B.A. who required thi 
the journal of record in their business be independent; 


published. 


By virtue of this functional approach, in which the gol 
is the best service of the beneficiaries of Trusteeship, w 
have been free to explore and discuss new ideas and pray 
tices, to provide a forum for all informed views, and + 
report without fear or favor of any group concerned wit 
the welfare of estate owners and beneficiaries and tk 
political-economy in which they live. 










































For fifteen years it has been our privilege to report tk 
proceedings of the Probate and Trust Law divisions of th 
American Bar Association, and to publish articles by leac 
ing authorities on fiduciary law and taxation, estate plar 
ning, insurance, investments and economics. Being a mem 
ber of the free press, we can deal a 
an equal footing, rather than as special 
pleading protagonists, with the daily 
and popular press and with governmer 
tal and judicial and educational agencies 


Providing a line of communicatio 
between these various groups as the onl 
news-magazine and independent clear 
ing-house of information on fiduciay 
affairs has brought us a great respet 
for the contributions of each to th 
public welfare. But beyond that we deem 
it the fundamental obligation of a trate 
press to promote social and economi 
understanding and the enterprise syste 
on which all else must rest. As a forme! 
president of the Trust Division — Harry 
M. Bardt, vice president of the Bank ¢ 
America N.T.&S.A. of San Francisco 
wrote in January 1949: 


“Our greatest protection agains 
dangerous economic or political ide 


HEADQUARTERS STAFF OF TRUSTS and ESTATES logies and policies is the free press 
(L. to r.) Seated: Christian C. Luhnow, editor and publisher; P. Philip Lacovara, managing Honestly informed, with their mutua 
editor; standing: Mary M. Imbro, business manager; Thomas L. Frederick, associate editor; interests clearly identified, people ge" 
Lee Simonelli, assistant business manager; Frances M. Johnson, circulation manager; erally may be depended on to dra\ 


common-sense conclusions. That is t# 
primary job of the newspaper and t 
trade publication.” 
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Construction of Anaconda Aluminum Company's new reduction plant near Columbia Falls, Montana 







ort th 

of th 

y leae OPERATION: 

e plar 

2 mer: 

had a Anaconda engineers have incorporated the most advanced 
special production techniques in the design of the Anaconda 

» dail Aluminum Company’s new reduction plant now under 
mer: construction near Columbia Falls, Montana. It is expected 
— that construction will be completed in early 1955 when 
Licatior the plant will provide steady employment for nearly 

he onl} 500 persons, and will have a rated annual capacity of 

t clear 52,000 tons of primary aluminum. 

~— Anaconda Wire & Cable Company, with years of experience 
to th in producing aluminum wire and cable, has been 

ye deer expanding its rod rolling, wire drawing, and cable strand- 

a trad ing facilities in anticipation of this new source of supply. 
pee The American Brass Company, also an Anaconda subsidiary, 
Sonia is producing aluminum coiled strip and tube—in addition 

_ Harn to copper and copper alloys — and is also adding to its 
Bank di aluminum fabricating facilities in anticipation of the 
isco ; new source of supply. 

542894 
against The American Brass Company 


al ide Anaconda Wire & Cable Company 
e press N D Andes Copper Mining Company 
mutua Chile Copper Company 


ple gen Greene Cananea Copper Company 
Pp Anaconda Aluminum Company 
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4 International Smelting and Refining Company 
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“WE HAVE ONLY BEGUN” TO SERVE 


EVERETT D. REESE 


President of the American Bankers Association; 
President of The Park National Bank of Newark, Newark, Ohio 


T IS A PLEASURE 
l to pause and 
speak in praise of 
Trusts AND Es- 
TATES at this half- 
century mark in its 
| career. Fifty years 
of continuous ser- 
vice is in_ itself 
evidence of the fine service performed. 





When Trusts AND EstaTEs was found- 
ed, it was probably ahead of its time. 
At least, it was prophetic of the vast 
changes that were to occur in the bank- 
ing business. 


Fifty years ago, banking was a simple 
business compared to what it is now. 
Banking for the masses in its multi- 
farious forms was not even thought of 
by bankers. It remained for an ob- 
server on the outside to see that banking 
would expand, and that as it did ex- 
pand, trust service would become such a 
distinct, important, and _ specialized 
aspect of the business as to justify among 
the banking publications a journal of 
its own. 


Christian A. Luhnow’s vision was in- 
deed prophetic. As the other services of 
banking institutions have multiplied, 
Trusts AND Estates has served as the 
special forum for the trust business. The 
contribution that it has made to the 
cohesion and the growth of the trust 
business is inestimable. 


The trust business is now going 
through another interesting and chal- 





My hearty congratulations upon 
the 50th anniversary of TRUSTS AND 
Estates. Over the years you have 
rendered real service to the trust 
business of this country. 


In the days ahead the trust busi- 
ness has a two-fold job as I see it; 
first, to continue to do a good — and 
even better — job for our customers; 
and second, to make a reasonable 
profit for the services we render. 
Anything your magazine can do to 
further these two objectives will be 
a service to the public and to the 
trust business. 


Merle E. Selecman, Executive Mgr. 
American Bankers Association 
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lenging period of development. New 
areas of service and responsibility to the 
public are opening up, as in the ex- 
tension of trust service to new thou- 
sands of moderate means through the 
Common Trust Fund. The field of pen- 
sion trusteeship will have an important 
bearing upon the relationship of trust 
departments to industry and to other 
facets of the Banking business — 
whether involving large corporate cus- 
tomers or masses of depositors who 
might be beneficiaries of pension trusts. 


Alert trust management — which is 
adaptable to the changing needs gener- 
ated by broad developments in our na- 
tion — must continue to play a major 
role in the future of our chartered bank- 
ing system. By the same token, greater 
opportunities for usefulness lie ahead 
for TRUSTS AND EstTATEs. 








I take this 
this opportunity 
to say that | 
join with your 
many friends 
and subscribers 
in the trust field 
to congratulate 
you and your 
associates on 
the wonderful contribution you have 
made to trust business during the 
past fifty years. You have every rea- 
son to be proud of your first half- 
century service to our business 
through Trusts AND Estates. We 
have grown together and I predict 
and hope for us both that the next 
fifty years will be even better. All 
trustmen are indebted to you for 
your hundred per cent financial 
magazine which contributes so much 
to our business. 


N. Baxter Maddox, 

President, Trust Division, A.B.A. 
Vice President & Trust Officer 
First National Bank of Atlanta 





COOPERATION WITH BAR 


WILLIAM J. JAMESON 


President, American Bar Association 







on behalf of 
_ the American Bar 
_ Association, to 


l IS A PLEASURE, 


TATES upon its Fif- 
tieth Anniversary 
of service in the 
important field of fiduciary business. 


We appreciate the cooperation ex- 
tended by Trusts and Estates to our 
Association, particularly the Section of 
Real Property, Probate and Trust Law, 
in the reporting of its annual proceed- 
ings. This cooperation typifies the cor- 
dial relationship which has been devel- 
oped in recent years between the legal 
profession and the corporate fiduciaries. 


Their common interests and opportun- 
ities have long been recognized. A pro- 
gram of mutual understanding of the 
proper functions of each group, has been 
developed through the National Confer- 
ence Group, which was organized in 
1940. Both the Trust Division of the 
American Bankers Association and the 
American Bar Association have been 


represented on that Group by able, con- 
scientious members, who have given 
unselfishly of their time for the promo- 
tion of our common objectives. The 
Co-chairmen, Robertson Griswold and 
Edwin M. Otterbourg, have furnished 
exceptional leadership in this important 
undertaking. 


As the statement of policy adopted by 
the Conference so aptly puts it, “attor- 
neys and corporate fiduciaries have a 
recognized common interest in serving 
the public,” and “this interest is best 
promoted by the establishment of friend- 
ly relationships between the two groups, 
and by the avoidance of controversies 
and misunderstandings.” 


Through recognition by both groups 
of the paramount interest of the public 
and a sincere spirit of cooperation, both 
lawyers and fiduciary officers have 
learned that their respective fields of 
activity do not conflict but, in fact, 
supplement each other. Controversies 
and misunderstandings have been elim- 
inated and lawyers and fiduciary officers 
and the public alike have benefitted from 
this cooperative effort. 
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Robert Cutler: army officer, lawyer, 
fiduciary. Born: Brookline, Mass. 1895. 
Cum Laude Harvard, A.B.&LL.B. In- 
structor in English Harvard (while in 
law school), editor Harvard Law Review. 
Practiced law in Boston 1922-42; corpora- 
tion counsel of Boston 1940-42. 2nd & 
Ist Lt. inf. in A.E.F. 1917-19; Col. U. S. 
Army 1942 to Brig. Gen. 1945. President, 
Old Colony Trust Company, Boston, 
1946-53. Now chairman of Planning 
Board, N. S. C. 


That is the sketchiest review of a 
career and character that can best be 
described as a cross between Ben Frank- 
lin, Mark Twain and a Beacon Street 
pixey. It does not note, e.g. that the 
same is author of “Louisburg Square” on 
one hand, and “The Speckled Bird” on 
the other. Or that his idle moments are 
occupied in more civic and charitable 
activity than most organizations can as 
ably fulfill. For the rest of the picture, 
meet “Bobby” Cutler in his letter here- 
with, in his published talks — or better 
yet in person, at Boston, or the White 
House, Washington, D. C. where such 
men are engaged in keeping ours a gov- 
ernment “of the people, by the people 
and for the people.” 


Editor’s Note 








THE WHITE HOUSE 
WASHINGTON 


January 12, 1954 
Dear Mr. Luhnow: 


It gave me a pang to look through the December issue of TRUSTS AND ESTATES. 
Glancing through its familiar pages refreshes my recollection of the good articles 
and the interesting and well-presented information which I always used to find 
in the magazine when I was President of Old Colony Trust Company. It was 
“required reading.” 


The other inclosuré with your letter, calling attention to the tremendous total 
of investments by trust departments and trust companies, was most interesting. I 
had not realized that as of the beginning of this year the “trustee field” comprised 
some $75 billion in investments. While this large figure includes some custodian 
and other accounts as to investment of which the trust institution is not directly 
responsible, it does not appear to reflect the whole of the $8 billion total of pension 
trust funds invested by corporate trustees. Because of my sincere belief in the 
“Common Trust Fund” principle, it was of especial interest that the aggregate 
portfolio of Common Trust Funds has a value now in excess of $1 billion. 


The 50th Anniversary issue of the magazine, TRUSTS AND EstaTEs, should have 
not only an interesting but significant story to tell to the American people. The 
prudent and responsible management by trust officials of this vast reservoir of 
national wealth is of vital importance to the welfare of our country, because the 
economic stability of our country is a key factor in the survival of the free world 
through the long tomorrows that lie ahead. Thus, the skill and understanding 
under which the investment policy of our fiduciary institutions is developed and 
executed takes on added importance. 


While I serve as Special Assistant to the President for National Security 
Affairs, it is not appropriate for me to make public statements and I have eschewed 
making public appearances. However, I cannot refrain from saluting an old friend 
on its 50th birthday and expressing the wish that in the next 50 years TRUSTS AND 
Estates will be the same useful medium for the exchange of helpful information 
in the field of fiduciary investments that it was when I was active before coming 
to Washington and to which (if I live through this assignment!) I hope to return. 


Sincerely yours, 


Robert Cutler, 
Special Assistant to the President 





1904 - 1954 - 2004: THREE-DIMENSION VIEW .... Editorial 


5 pe MOST USEFUL PURPOSE OF AN “ANNIVERSARY, EITHER 
social or business, is not the occasion it affords for 
receiving congratulations, but the opportunity it suggests for 
reflection on past developments, observation of present con- 
ditions and appraisal of future needs and improvements. 
Thus, the editors have designed this Anniversary Issue to 
present a panoramic view, in plain English, of the institu- 
tion of Trusteeship, from three angles: 


1. A record of its origins and progress. 
2. Analysis.of its relations and contributions to personal, 


social and business life. 


3. Projection of trends and potentialities for greater 
fulfillment of worthy purposes of individual and 
national independence and security. 


It is too easy, in the pressure of daily tasks, to lose sight 
of the Tomorrow that is abuilding, of the humanities that 
lie behind the dollar symbols and paper records. If work 
is not to become a tiring ritual, an end in itself or a narrow 
path to a paycheck, it must be seen in terms of facilities 
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for making life more agreeable for those who own those 
facilities, use them and benefit from them. 


The vast aggregation of capital in the care of institutional 
investors and advisers is actually a stockpile, accumulated 
out of the work and sacrifice of yesterday, providing the 
goods and material welfare of today and the tools with 
which the future will be built. How these tools are used is 
of the utmost importance. That is becoming more and more 
the responsibility of the professional trustee and investor 
and of corporate management. 


Fiduciaries have made great strides in bringing the bene- 
fits of Trusteeship to the millions, through handling of 
smaller estates, the common trust fund, the pension trust 
and investment agencies. Corporations, anxious for broader 
distribution of their securities, as taxes dry up the old 
sources of the wealthy few, are the beneficiaries of this 
American version of “public” ownership. So too is the 
Nation, for our national independence, like private enter- 
prise, is dependent on a broad base of personal independence. 
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BUILDING A Berrer COUNTRY 


Trusts for Community and Youth of Tomorrow 


PERIODICAL reaching its semi-cen- 
A tennial in 1954 as this one does, 
spent its quarter-centenary in the fiery 
fiscal furnace of 1929 and may there- 
fore provide — or constitute — some 
sort of institutional response to the query 
posed in Tennyson’s “Maud”: 


“Ah, what shall I be at fifty 
If nature keeps me alive 

If I find the world so bitter 
When I am but twenty-five?” 


“Hale and fit” would seem to be the 
answer but no exuberant celebrant of a 
golden anniversary would fail to go on 
from there and turn back some nostal- 
gic pages in an editorial picture-album 
better to recreate that wondrous world 
of 1904, when trust journalism had its 
birth. 


T. R. had succeeded William Mc- 
Kinley. Victoria’s reign had closed. The 
French had ended and the Americans 
had begun their efforts to dig a canal 
through Panama. New York had bored 
a tunnel under the Hudson and a sub- 
way from City Hall to West 145th Street. 
St. Louis had turned on the lights and 
fountains of the Exposition that memor- 
ialized the Louisiana Purchase. 


Everywhere the land was burgeoning. 
In New Jersey a motion picture, com- 
plete with built-in plot, was photo- 
graphed — “The Great Train Robbery” 
and a Newport, R. I. pioneer was jailed 
for moving 20 miles an hour in a 
horseless carriage. A labor war erupted 
in Chicago: livery drivers struck, de- 
manding a $2 wage and a 12-hour day 
but their employers, the Liverymen’s 
and Undertakers’ Association, stood 
firmly for the existing rate — $12 for 
a 7-day week. 


The shape of things was changing. 
A cable beneath the Pacific had joined 
San Francisco and Honolulu, and an 
“installment finance company” had be- 
gun operating in Rochester, N. Y. and 
a Michigan mechanic had formed what 
he hopefully called the Ford Motor 
Company. 


The blood-pressure of the planet was 
reasonably low — compared with what 
was ahead — and ulcers, as a social 
phenomenon, were still to come, but 
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RALPH HAYES 


Executive director of the New York Com- 
munity Trust since 1923, vice president and 
treasurer of Coca Cola International, a direc- 
tor of Studebaker Corp. and Equitable Se- 
curity Trust Co. of Wilmington, Mr. Hayes 
was previously a key executive of trust com- 
panies in Cleveland and New York. He com- 
manded a light infantry unit in World War I 
and served as secretary and executive com- 
mittee member of the National War Fund 
from 1942 to 1947. 


taxpayers fumed as Congressional appro- 
priations climbed to almost half a billion 
dollars and watched the nation’s debt 
approach a billion dollars. 


Accounts—Strange and Familiar 


Another extraordinary thing was hap- 
pening as 1904 began. Strange accounts 
were emanating from some barren Caro- 
lina dunes at Kill Devil Hill near Kitty 
Hawk. A couple of Ohio bicycle re- 
pairmen claimed they had put together 
a machine that flew! Harper’s Weekly 
for January 2, sounded a sober note of 
caution: 

“Stories of flying machines are to 

be received with extreme caution .. . 

The rule has been that they don’t fly 

unless they have balloon attachments. 

. . « What looks like a veritable ex- 


ception to that rule (has_ been) 
reported in the newspapers ... The 


machine had no balloon but was com- 
pounded of a big box-kite and a small 
gasoline engine. It was started from 

. a high sand-hill . . . at the bottom 
of which, instead of butting disas- 
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Author Ralph Hayes speaking at birthday dinner in Atlanta to Robert W. Woodruff, chair- 


ae 


trously into the earth ... it gradually 
rose ... That is the story as the 
newspapers tell it... The facts... 
need to be further expounded and 
confirmed .. .” 


But an impressionable public was in- 
clined to credit the report. That factor 
of fantasy and imminence of the in- 
credible were to remain our companions 
throughout the half century from then 
till now. Conceivably this could con- 
tinue. 


Not that there haven’t been some 
threads of continuity, too. The editorial 
on the first page of the first issue of 


the “Outlook” in 1904, carried a familiar 
caption — “Russia and Korea”: 


“For centuries [it stated] the wave 
of Russian aggression has been roll- 
ing across Asia ... Now it has prac- 
tically engulfed the Chinese province 
of Manchuria and threatens the in- 
dependent if small empire of Korea 
. Russia now practically owns 
(part of northern Korea), defying 
her solemn promise made to the na- 


tions to evacuate it . . . Russia re- 
mains in Manchuria, daily more 
entrenched than ever ... The world 
is now dismayed . . . by the assertion 


of the same pretensions regarding 


Korea ... (This) wave of political 
aggression ... (is a) crafty policy 
in Asia ... and the map shows how 


much Russia has gained by its prose- 

cwlien.. ...” 

In the main, however, the march — 
or stampede — of events exemplified 
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man of the executive committee of The Coca-Cola Co. (second from left), as looking on 

are Rev. Richard Gresham, Chaplain of Berry Schools, Mt. Berry; Harrison Jones, Coca- 

Cola chairman; John A. Sibley, chairman of the Trust Company of Georgia; and General 
Clark Howell, publisher of The Atlanta Constitution. 
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what the Book of Common Prayer refers 
to as “the sundry manifold changes of 
the world.” Banks, for instance, grew 
in number as they never did before or 
since. There were 49 trust companies in 
Manhattan alone in 1904. The country’s 


) “active banks” increased from 10,000 
hin 1900 to 23,000 in 1910. Mainly 
i through mergers, they were back to 


14,500 in 1954 but their deposits soared 
in the interim — 81% billions in 1900, 
1714 in 1910, 189 in 1953. Those years 
witnessed the speculative hysteria of the 


| twenties in securities and land, the crash 
| of 1929, the “holiday” of 1933, the 
| devaluation of 1934, the financing of 


Parr ete ny 


two world wars and the government’s 
massive entry into — and partial exit 


_ from — the money-lending business. 


| Flexibility—or Flannel Underwear? 


» and borrowers, the 
5 interests of deposit- 
© ors or the advan- 
' tage of the public. 


Throughout this 
period new proce- 
dures and facilities 
were born of experi- 
ence or begotten by 
ingenuity to serve 
the needs of lenders 


One of those devices 
was the Community 
Foundation, to 
which these follow- 
ing observations 
pertain. 


Though numerous 
lawyers and lay- 
men previewed and 
criticized the “work- 
ing. papers” that created the first of 
these local foundations, the basic design 
was the concept of one man — the late 
Frederick H. Goff of Cleveland. In 1908 
Goff had been induced to leave his legal 


| firm and take the presidency of The 
_ Cleveland Trust Company. In that latter 
| capacity, finding his bank the trustee 


of sundry charitable funds arising from 


_ wills drawn by his and other law firms, 
| he became increasingly concerned about 


ae Si 


the financial inefficiency and social in- 
effectiveness traceable to the rigid terms 
of many of those testamentary docu- 
ments. Because the original instruments 
left insufficient powers of remedial dis- 


} cretion, the trustee was perpetuating ex- 


pensive or antiquated operations. 


On every side were instances — often 
cited since then — in which the founder, 
the administrator and the public were 


disadvantaged by the difficulties in- 
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volved in keeping trusteed legacies ser- 
viceably applied to swiftly changing 
needs. Funds left for the support of 
“poor-farms” were in trouble when new 
practices made that particular ministra- 
tion obsolescent. A federal survey dis- 
closed 137 such properties with 20,000 
acres of land but without residents! 


A legacy to a New Hampshire com- 
munity authorized the purchase of a 
United States flag but a decision of the 
State’s Supreme Court was required be- 
fore the same fund could buy a staff 
to hold the flag or a halyard to hoist it. 


Forty years after an Ohio lady left 
a fund to her native town to construct 
“an asylum for inebriates,” the city 
solicitor of the locality wrote that no 
asylum had been built or was then 
planned but that, having accepted the 


Author Ralph Hayes (standing at left) participates in awarding 
scholarship at Metropolitan Opera House from Schoen-Rene Fund 
to singer Heidi Krall. Others in photo are (seated) Max Rudolf, 
the Metropolitan’s Artistic Administrator, and Mrs. August Bel- 
mont, founder and President Emeritus of the Metropolitan Opera 
Guild, and (standing) the Association’s Manager Rudolph Bing. 


Trust, the city had not found it prac- 
ticable to use either its principal or pro- 
ceeds for the purpose named or any 
other. 


The Massachusetts courts have ruled 
that a fund left long ago to provide 
flannel undergarments for divinity stu- 
dents in a theological school that was 
subsequently moved, merged and re- 
organized, might be used for the medical 
care of students in the new school. “In 
view of the changes that have taken 
place in the popular taste,” the court 
augustly conceded, “the flannels may be 
dispensed with.” The New York Times 
observed editorially: “It has taken an 
order of court to do what a Community 
Trust would be free to do with such a 
fund” — and it might have added that 
it took a lot of time: when the decision 
was reached the fund was a century 


old. 






The Dead Hand 


The law books abound in essentially 
similar predicaments. More than two 
thousand years ago a legacy left in a 
Roman city to celebrate some yearly 
games couldn’t be so used because the 
games had been proscribed. The city, 
according to the Pandects of Justinian, 
sought the counsel of Modestinus, one 
of five jurists in the Empire whose views 
might be decisive in resolving legal con- 
troversies. 


“Since the testator wished games to 
be celebrated that were not permitted 
[Modestinus ruled] . . . let the heirs 
and magnates of the city be cited 
and let an examination be made to 
ascertain how the trust may be em- 
ployed so that the memory of the 
deceased may be preserved in some 
other and lawful manner.” 


The same basic problem having ex- 
isted in England for centuries before it 
became a difficulty here, most of the 
writings on it were, and are, of British 
origin. Possibly the longest and actually 
most prolific of all Parliamentary en- 
quiries were the commissions under Lord 
Brougham from 1818 to 1837 which 
produced an historic exposure 125,000 
pages long, of the abuses of endowed 
charities and led to radical reforms in 
their management. Another source-book 
that Goff relied upon was Sir Arthur 
Hobhouse’s “The Dead Hand.” In a 
thoroughly-thumbed copy of it — given 
to me by Mrs. Goff — is this passage, 
underscored by her husband: 


“To me it seems the most extrava- 
gant of propositions to say that, be- 
cause a man has been fortunate 
enough to enjoy a large share of this 
world’s goods in this life, he shall 
therefore and for no other cause... 
be entitled to speak from his grave 
forever and dictate forever to living 
men how that portion of the earth’s 
produce shall be spent’... No human 
being, however wise and good, is able 
to foresee the special needs of society 
even for one or two generations.” 


In England, corrective power over 
charitable trusts existed in Parliament, 
acting — especially after the Brougham 
probes — through administrative com- 
missioners. Here, however, state and 
federal legislative powers were not 
deemed identical with those of Parlia- 
ment and the King. In the Dartmouth 
College case, the Supreme Court de- 
clared in 1819 through Chief Justice 
John Marshall (upholding Attorney 
Daniel Webster) that the Legislature of 
New Hampshire could not change the 
College charter that had come by royal 
grant: 
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Courtesy Curtis Publishing Co. 


Lucy’s Playhouse, with story-teller Agnes I. Muller (inset), associate librarian of the 
Lucy Wortham James Library, and her sister, co-librarian Grace E. Muller. 


“The consideration for which they 
stipulated [said the Chief Justice] is 
the perpetual application of the fund 
. . . fh the mode prescribed by them- 
selves . . . One great inducement to 
these gifts is the conviction felt by 
the giver that the disposition he 
makes of them is immutable . . . This 
(proposed action of the State) may be 
for the advantage of this college in 
particular, and may be for the ad- 
vantage of literature in general, but 
it is not according to the will of the 
donors.” 


Relief via Cy Pres 


That early fiat — though limited by 
later decisions and statutes — indicated 
that relief from the rigidities of existing 
charitable perpetuities would emanate 
rather from the judicial than the legis- 
lative authority. Aided by a sustaining 
popular sentiment, the courts have de- 
veloped a remedial device: the cy pres 
rule. By this doctrine, if the continuing 
execution of a particular charitable use 
becomes impossible, impracticable or 
prohibited and if the founding instru- 
ment contains evidence of a more gen- 
eral charitable intention, a court may 
sanction an alternative application of the 
property within the general intent and 
as near to the original purpose as is 
feasible. 


The cy pres rule has rescued numer- 
ous charities from collapse but, helpful 
as it has been, shortcomings are inher- 
ent in it. It requires litigation, some- 
times lengthy and costly. It is inap- 
plicable except when the original pur- 
pose has become — not merely wasteful 
or cumbersome or unnecessary — but 
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wholly or nearly impossible of execu- 
tion. It is invokable only when the settlor 
dedicated his gift to a broader char- 
itable use extending beyond the out- 
moded one. Worst of all, in some juris- 
dictions the whole concept of cy pres 
has yet to be accepted. This artfully 
contrived support is better than none, 
but hardly a strong reed. 


An alternative was needed. Goff, who 
would have deemed himself more a 
“civic mechanic” than “social states- 
man,” pressed his quest. 

“When hospitals endowed to care 
for those suffering from tuberculosis, 
diphtheria, leprosy, small-pox or 
typhoid fever [he wrote, omitting 
‘cancer’ as too remote!] have been 
rendered needless ...as... they all 
may be in time, the funds dedicated 
to these purposes ought to be made 
available to serve mankind in other 
ways without the restrictions, delays 
and expense incident to court pro- 
ceedings.” 


Impractical and Impossible! 


Surrounding him were evidences of 
how shifting and volatile our way of 
life and mode of thought may be. He 
walked home through streets lighted by 
the carbon-arc lamps invented by his 
friend and neighbor, Charles F. Brush, 
but he recalled that a few years earlier 
“when I was a student in the University 
of Michigan, Professor Langley, then 
occupying the chair of Physics, had 
demonstrated that Mr. Brush’s idea that 
electricity could be utilized for com- 
mercial lighting was not only imprac- 
tical but impossible.” 


A parallel argument had raged in 
England in 1804 when one William 
Murdock mastered a process of making 
gas from coal and proposed that London 
place some gas-lights out-doors. The 
newly proclaimed Emperor Napoleon 
Bonaparte ridiculed the notion and Sir 
Walter Scott said a madman talked of 
lighting streets with smoke. From Ger. 
man critics the refutation was more de. 
tailed: (a) even if successful, street 
lights would menace health by encour. 
aging exposure to the “night air;” (b) 
attracting householders into the lighted 
streets would multiply the take of resi- 
dential thieves; and (c) the whole idea 
was blasphemous since God Himself 
marked off the darkness from the light! 


Goff wanted a medium unparalyzed 
by the turbulent and fitful ways of men, 
and capable of administering multiple 
funds: one that would keep the fiscal 
work of investment in specialized finan- 
cial hands while placing the philan- 
thropic task of directing disbursements 
in another specialized group, nominated 
mainly by “public” sources; one that 
would enable a founder to prescribe his 
fund’s uses while also (and above all) 
instructing a supervisory group to re- 
view and repair those purposes if they 
became outworn. 


But the Greatest of These... 
In January of 1914 the Cleveland 


Foundation, first of the community 
trusts, came into existence. Since then 
there has been no “campaign” to multi- 
ply them and no high pressure drives 
to enlarge their funds, but year by year 
they have increased. Boston, Chicago, 
Cleveland and New York each report 
resources of ten millions or more. In 80 
cities, now, these community trusts have 
accumulated 1,000 charitable funds, 
brought their aggregate annual grants 
to 5 millions and acquired resources of 
116 millions. They are a growing and 
significant force in the expanding en- 
terprise of American philanthropy. 


The workings of these foundations, 
familiar today to most bankers and 
many lawyers, are only now becoming 
broadly comprehended by the public. 
A founder creating a fund in one of 
them — using the New York Community 
Trust as an example — transfers money 
or other acceptable property by trust 
agreement or by will to any eligible 
trustee bank. That bank thereafter han- 
dles the investment of the fund. The in- 
come — and in some cases the principal 
— is expendable under the supervision 
of the central Distribution Committee, 
for purposes indicated by the donor. If 
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unforeseen conditions make an original 
purpose impracticable, the Distribution 
Committee acts for the founder in taking 
such remedial action as will keep the 
fund effectively employed. Of the eleven 
members of the Distribution Committee, 
five are named by the Trustees’ Com- 
mittee — composed of the Presidents of 
the participating banks — and six by 
“public” sources, including the Presi- 
dents of the Bar Association, Chamber 
of Commerce, Academy of Medicine and 
Brooklyn Institute of Arts and Sciences. 


Impossible though it is to summarize 
the thousand funds of the Community 
Trusts one can be swiftly sketched as 
an example. Lucy Wortham James at 
her death in 1938 left her residuary 
estate in the New York Community 
Trust with broad powers to hold her 
lands “in private, considerate control,” 
to keep their “natural beauty unmarred,” 
to open them to “permissive use by the 
public” and to benefit the inhabitants 
of her native Missouri village of St. 
James (pop. 2,000) in the Ozark foot- 
hills. 


A Missouri foundation was created as 
a local administrative agency. A disad- 
vantageous state tax ruling was carried 
to the federal court and a sweeping re- 
versal obtained. Around the huge Mar- 
amec Spring in Phelps County (daily 
flow: 96,3000,000 gallons), 1,600 acres 
that had once been tribal lands of the 
Shawnees have been maintained as a 
wild life refuge, conservation area, fish- 
ing preserve, camping site, picnic 
grounds and recreation tract. At the 
location of Mrs. James’ “town house,” 
one of the country’s most beautiful small- 
town libraries has been constructed. 


A “Community” of Benefits 


“Lucy’s Playhouse,” a well-loved 
childhood haven that Mrs. James pre- 
served throughout her life, has been re- 
conditioned and rededicated — to the 
thildren of the village. The foundation 
has equipped an obstetrical wing in a 
tew county hospital, instituted a forestry 
fllowship at the University of Mis- 
‘ouri, helped to provide a fire engine 
for the “Rural Fire Fighters” of the 
countryside, installed a pipe-organ and 
thimes in the village church Mrs. James 
attended, constructed a Boy Scout lodge, 
‘quipped a municipal playground, re- 
lunished a “country school,” and _re- 
activated three scholarships originally 
granted by Mrs. James’ grandfather to 
the Missouri School of Mines. 


The foundation currently pays one- 
third of the health insurance premiums 
of teachers in the public school and 
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finances professional “refresher courses” 
for doctors, school teachers and nurses 
of the locality. With state and federal 
conservation authorities, it held — in 
that timbering area — a_ three-day 
demonstration of logging machinery at- 
tended by 5,000 visitors. Each year the 
Lucy Wortham James Civic Awards are 
conferred on competitors in 130 classi- 
fications of domestic science and hand- 
crafts. No facet of the community’s 
life is overlooked; all are touched and 
beneficially influenced by this fund. 


From more than 100 other funds the 
New York Community Trust has dis- 
bursed upwards of $13,000,000 
$6,000,000 of this in the past sixty 
months — and presently holds resources 
of $21,400,000, constituting a portion 
of the American common wealth. 


Banks, dealing in seemingly inex- 
haustible amounts of folding money and 
doing their work in monumental struc- 
tures, are nevertheless — or perhaps 
therefore — obliged to be forever 
vigilant about their “relations” — re- 
lations with legislators, depositors, 
stockholders and the public. Architec- 
turally, banks are at pains to connote 
strength and solvency, but that very 
fact of apparent “wealth” can enlarge 
the task of getting comprehension and 
support, in the legislative or in the 
public form. Significantly, the New York 
State Banking Association has an- 
nounced a militant endeavor to encour- 
age “public understanding . . . of the 
vital role of banks in our economy.” 


WALL STREET AROUND 1904 





Among all the things a bank may do 
to obtain public approbation, possibly 
none is more truly serviceable than 
one that lies nearest and easiest to its 
professional hand: the salutary, visible 
application of trusteed funds for the 
benefit of the public itself. In this are 
three cardinal virtues: (1) it is “doing 
what comes naturally” — the prime 
financial function a fiduciary is organ- 
ized to perform; (2) far from being 
costly “promotion,” it is properly com- 
pensated business; and (3) the entire 
“end-product” is that civic good and 
performance can usually take place in 
the full view of an appreciative public. 
The late Newton D. Baker expressed it 
at an organizational meeting of the New 
York Community Trust: 


“Every lawyer has found himself 
embarrassed in trying to select trus- 
tees who can carry forward the in- 
tentions of a testator ... This kind 
of agency, this Community Trust, ... 
is a port into which distressed ships 
may properly sail . . . Banking insti- 
tutions have few opportunities to 
demonstrate sympathy with public 
service. ‘Such a plan as has been 
devised here .. . will . . . create a 
very much more wholesome attitude 
toward banks and trust companies 
than any other single thing which 
it has been suggested that those banks 
can do.” 


Mr. Goff was reserved in appraising 
the medium he had devised, but his 
long-time associate, the late Gen. Leon- 
ard P. Ayres, was more outspoken, call- 
ing it “the greatest contribution of our 
generation to the art of wise giving.” 
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A neighborly enterprise 
makes its Annual Report 


N EARLY TIMES before man had developed enterprises to provide security against 


loss by fire and other perils, the community-at-large lacked stability. Without 


a dependable system of insurance, the well-being of its merchants and citizens was 


constantly endangered by the hazards of chance and the threat of disaster. 


Today, property insurance offers dependable financial security to the public. 


It is provided, in its most efficient form, by agents and brokers, independent busi- 


nessmen in every community who are friends and neighbors as well as advisors 


to their policyholders. Behind its local representatives stand the strength and 


stability of The Home which has enjoyed the distinction of serving American 


On, Fg 


property owners for more than a century. 


Balance Sheet, December 31, 1953 


ADMITTED ASSETS 


United States Government Bonds 

Other Bonds ; 

Preferred and Common Stocks ; , 
Cash in Office, Banks and Trust Compenten : 
Investment in The Home Indemnity Company . 
Real Estate . 


Agents’ Balances or Uncollected Prensiems, love than 90 days due ° 


Other Admitted Assets. . ; 
Total Admitted Assets . 


LIABILITIES 


Reserve for Unearned Premiums 

Unpaid Losses and Loss — 

Taxes Payable — 

Reserves for Reinsurance 

Dividends Declared . 

Other Liabilities . . . 
Total Liabilities . 

Cosltsl. . « « 

Surplus. . . 
Senghes's as Regard Polieyholder eae Ang 
yo gies sides 


PRESIDENT 


$ 71,964,673.86 
90,970,307 .64 
150,854,115.00 
35,909 076.68 
14,513,554.00 
6,868,322.19 
20,080 648.46 
5,860,915.65 


. $397,021,613.48 


$176,869,947.00 
34,806,349.36 
7,550,000.00 
1,457,663 .89 
2,000,000.00 
4,973,203.10 


- $227,657,163.35 


20,000,000.00 
149,364,450.13 


- $169,364,450.13 
. $397,021,613.48 


NOTE: Bonds carried at $5,752,632.57 amortized value and Cash $62,500.00 in the above balance sheet are deposited as 
required by law. All securities have been valued in accordance with the requirements of the National Association of Insur- 
ance Commissioners. Based on December 31, 1953 Market Quotations for all bonds and stocks owned, the Total Admitted 


Assets would be $396,941,878.98 and the Surplus as Regards Policyholders would be $169,284,715.63. 


Directors 


Lewis L. Crarke 
Banker 


Harotp V. Smit 
President 


Freperick B. ADAMS 
Chairman of Executive 
Committee, Atlantic Coas¢ 
Line Railroad Co. 


Rosert W. Dow ttnc 
President, 
City Investing Co. 


Georce Gunp 
President, 
Cleveland Trust Co. 


Harotp H. Herm 
President, 
Chemicai Bank & Trust Co. 


Cuartes A. LoucHin 
Vice President & 
General Counsel 


Ivan Escott 
New York City 


Percy C. Mapeira, Jr. 
Chairman of Executive 
Committee, Tradesmens Land 
Title Bank & Trust Co. 


Eart G. Harrison 
Schnader, Harrison, 
Segal & Lewis 


Cuamption McDowe tt Davis 
President, 


Atlantic Coast Line 
Railroad Co. 


Warren S. JoHNson 
Investment Counselor, 
Peoples Savings 
Bank & Trust Co. of 
Wilmington, N.C. 


Henry C. Brunie 


President, 
Empire Trust Company 


Harsin K. Park 


Chairman of Board, 
The First National Bank of 
Columbus, Ga. 


Boykin C. Wricut 
Shearman & Sterling & Wright 


Leroy A. LincoLn 
Chairman of Board, 
Metropolitan Life 
Insurance Company 


Tuomas J. Ross 

Senior Partner, 

Ivy Lee and T. J. Ross 
Henry C. Von Etm 

Honorary Chairman of Board, 

Manufacturers Trust Company 
Joun M. FRANKLIN 


President, 
United States Lines Co. 


Lou R. CranDALL 
President, 
George A. Fuller Co. 


Kennetu E. Brack 
Vice President 


Leonard PETERSON 
Vice President & Controller 


Hersert A. Payne 
Vice President & Secretary 


J. Eowarp Merer 
President, 
Cord Meyer Development 
Company 


Artuur C. Basson 
Vice President, 
Babson’s Reports, Inc. 
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A Study in Informality and Variety 


FRANKLIN B. KIRKBRIDE 
Private Trustee, New York, N. Y. 


Over forty years 
ago, while Mr. Kirk- 
bride was working 
on the MS of “The 
Modern Trust Com- 
pany — An Outline 
of Fiduciary Bank- 
ing” he was second 
in command of the 
' Pennsylvania Com- 
' pany for Insurances on Lives & Granting 
' Annuities of Philadelphia. Before the book 
‘was published he had left the company be- 
‘cause, he says, his work was done, the 
‘organization was capable and functioning 

smoothly, a new and larger horizon had 

come in view, and he feared a middle age 








HEN, IN 1905, THE MACMILLAN 
Company published “The Modern 
» Trust Company” law and custom were 
| rigid in their application to methods and 
procedures. That book went through six 
editions and was found not only in 
trust companies but in lawyers’ offices, 
colleges, business school and libraries at 
home and abroad. It was the product 
of the inquiring minds of two .young 
men who refused to be bound down by 
shackles of the past and who had in- 
stalled systems of operation which had 
stood the test of practical application. 
Encouraged by my co-author the work 
was written to teach me my own busi- 
ness, at the start with no thought of 
publication. I went from a Government 
factory to a trust company with an offi- 
cer’s title and no knowledge of banking. 
I had hated to leave my Washington 
job, but after several refusals the in- 
ducements proved too great to decline. 


Some time after assuming my new 
position I asked the President of the 
Company why he had been anxious to 
secure my services. His reply was “Be- 
cause | know where you spend your 
nights,” which, while all right from the 
standpoint of a character reference, I 


thought a pretty poor reason for hiring 
me. 


' It turned out, however, that the real 
) Teason he wanted me was because of 
an incident which had given him sleep- 
less nights. A hamper containing a mil- 
lion dollars or more of bearer coupon 
bonds, from which the current coupons 


preenr= 


nn 3 


| had been clipped, had, by some mis- 
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of “pot-bellied complacency,” the thing 
which the late Newcomb ‘Carlton, formerly 
Chairman of the Western Union Telegraph 
Company, used to say so many executives 
suffered from. 


Since that time, he has occupied a front 
rank in financial management of corporate 
enterprise and the administration of Estates. 
His experience covers more than five dec- 
ades. He was one of the bankers whom the 
late Christian A. Luhnow consulted before 
he established Trust Companies Magazine 
now Trusts AND Estates. From 1938 to 
1943 he contributed a column “Trusteeship 
in a Changing World” to this magazine. 


—The Editor. 





chance, gone upstairs to a storeroom, 
where they had reposed until discovery 
by a charwoman some time later, instead 
of being taken back to the vault. My job, 
it turned out, was to get the keys of 
the vault and take charge of the trust 
securities. 


Something to Do 


Having been brought in as an officer, 
near the top and without any particular 
duties, I had to find something to do 
while getting the confidence of the trust 
officer who kept the keys of the vault in 
his pocket and was loth to surrender 
them. In addition to doing odd chores 
I discovered there were no abstracts of 
the corporation mortgages of which the 
company was trustee and to kill time 
went to work on this task which occupied 
several months and resulted in a volume 
which was jocularly referred to as “the 
bible,” in which a two-page abstract 
served as a guide to action that made it 
unnecessary to go to the originals except 
on rare occasions. Lawyer friends who 
learned of the abstracts consulted them 
when engaged in drawing corporation 
mortgages. 


The trust officer was an elderly maa, 
Scotch, with a prodigious memory, 
kindly, with a streak of stubbornness 
and when aroused possessing a high 
temper. Ultimately I succeeded in get- 
ting his confidence, and after several 
months the coveted keys were more 
often in my pocket than his. Finally 
he was content to come to me when he 
wanted a security instead of fumbling 


about in the vault for it himself. Bring- 
ing order out of chaos in the big vault 
then became my major occupation, with 
coupon-cutting part of my task. 

I was constantly getting surprises and 
one of them was when I discovered a 
large, long, deep box filled to the brim 
with securities. I asked the trust offiicer 
what it was and he answered “Oh, that’s 
the bad box, worthless stuff, you needn’t 
bother with it.” 


The “Bad Box” gave me my first 
knowledge of styles in investment. It 
was made of tin, painted brown, with a 
few gold stripes. Here was a mass of 
supposedly worthless stuff, the accumu- 
lation of customers over many years. 
Months of careful research brought to 
light unexpected value and made the 
time and labor profitable, for thousands 
of dollars were recovered for our cus- 
tomers. Among the older stocks were 
certificates for one share each, issued 
to the original subscriber with each 
transfer of ownership recorded on the 
back — thus proving how little buying 
and selling was expected and how per- 
manent ownership was expected to be. 


Bell, Book and Candlelight 


The lesson the “Bad Box” taught was 
that vigilance is the price of success in 
investing. It proved that even the largest 
investors had taken long chances with- 
out counting the cost. And the number 
of contemporary estates holding the same 
issues proved that the investors of those 
days were sheep for the shearing. Many 
of them had failed to heed the warning 
“Don’t go clamming at high tide,” and 
had jumped in on the crest of the wave 
and crashed on the rocks as the waves 
receded. 
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Accustomed as I was to commercial 
accounting, it was a shock to find the 
trust department without a double-entry 
system of bookkeeping, until I discov- 
ered that a cash book and so called 
“Asset Books” or records of trust in- 
vestment were everywhere the generally 
accepted methods of accounting. 


Following visits to leading trust com- 
panies, from the Atlantic Seaboard to 
the Mississippi, Joseph E. Sterrett and I 
set to work and developed a double 
entry system. This was the earliest, or 
one of the earliest attempts to intro- 
duce accounting control in the trust 
department of a large trust company. 
The system was described in the “Mod- 
ern Trust Company” and was the spark- 
plug which in an amazingly short time 
resulted in proper accouting controls in 
all trust department accounting. 


The oldest trust companies had been 
organized under special State Charters 
and were very jealous of the rights and 
privileges which had been given them 
by their legislative grants. So there was 
little or no enthusiasm for giving up the 
old charters and accepting the general 
banking laws as a basis of operation. 


No Outside Eyes 


The company of which I was an offi- 
cer had never had an outside audit 
and when it was suggested that certified 
public accountants be retained to supple- 
ment the directors’ semi-annual examina- 
tions of the trust department’s securities 
the idea was a distinct shock. The argu- 
ment against such a course of action 
being that the fiduciary relationship 
was strictly confidential and no outside 
eyes should be permitted to know what 
was being done. Here we pioneered 
again and a little later the State of 
Pennsylvania decided to examine the 
trust companies; in addition to banks 
chartered under State law. 


One of the earliest examiners was a 
member of the Penrose clan who had, 
until being transferred to the State 
Banking Department, been an inspector 
of the Dairy Commissioner. He was sent 
to us to make an examination and we 
were asked to give him his first lesson 
in banking. He proved an apt pupil and 
later became a shrewd and capable mem- 
ber of the Banking Department’s staff. 


Another examiner once told me of his 
experience on the first examination of 
a trust company in a country town. 
When he reached the item of uninvested 
trust balances, the treasurer took him 
into the vault and pointed to rows of 
neatly stacked and labelled cardboard 
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THE OLp FASHIONED EXECUTOR 


Rare illustration by George Cruickshank, whose sketches 
illuminate the first volume of Charles Dickens’ works 





boxes in which these sums were kept in 
currency. When the examiner suggested 
that book entries and a single controlling 
item in the general ledger would suffice, 
the. literal-minded officer protested, “But 
the law requires that we keep these 
balances separate and apart.” 


Spanish Dollars and Bathtubs 


There were at that time in the Trust 
Department a considerable number of 
mortgages payable in Spanish milled 
dollars of a given weight and fineness. 
The limitation as to weight and fineness 
was due not only to the loss in value 
from abrasion but from the practice of 
coin clipping as well. 


Where we held such mortgages in 
fiduciary capacities it became our duty 
to seek out those magnificent coins which 
were then worth only their value as 
silver bullion and if the scale tipped to 
show full weight, to purchase and tender 
them as required by the indentures. The 
debtor saved money, the creditor got 
what he was entitled to, but less than he 
hoped for. The next step was to send 
those fine coins with their milled edges 
and heads and crests of Spanish Mon- 
archs to the U. S. Mint to be melted 
down, thus reducing the available supply 
of coins. The object was, of course, to 
get rid of the full-weight coins so that 
interest and principal of the mortgages 
would have to be paid in United States 
dollars, an objective devoutly hoped for 
by the mortgagee and to the sorrow 
of the mortgagor. 


Few people outside the field of fidu- 
ciary banking realize how far afield 
from strictly banking functions the rela- 








tionship between the trust officers and 
clients can be. A wealthy widow, for 
whom our Company was trustee under 
her husband’s will, came in one day 
and asked for the funds (which were 
available) to construct a second bath. 
room for her large family. The size of 
the lady’s household and the obviow 
need made no impression and her plea 
was denied by our Trust officer with the 
remark that a Saturday night bath had 
always satisfied him and there wer: 
seven days in the week. 












Street Car Called Broad Street 







Half a century ago the banks, then 
without fiduciary powers, were the only 
members of the Philadelphia clearing 
house, the early efforts of the trust 
companies to secure admission having 
failed. Runners from the different banks 
would present at the paying teller’s win. 
dow big envelopes containing the checks 
they had taken in, which were settled 
for by a single Treasurer’s check on 
one of the trust company’s local bank 
depositaries. It was a clumsy and time: 
consuming method and one wonders 
how it ever worked. At that time the 
banks were very jealous of their pre- 
rogatives, and looked on the trust com. 
panies as valuable depositors rather than 
aspiring rivals in a common field of 
endeavor. 


















Another innovation which occurred 
about this time was opening a deposit 
account in New York largely in order 
to expedite the time taken in collecting 
the principal of maturing bonds and 
coupons as they fell due. 








As custodian of the trust securities it 
fell to my lot to act as messenger carry- 
ing bonds and coupons to New York for 
collection and payment, as express 
charges for such services were excessive. 
Carrying a battered dress-suitcase and 
followed by a husky messenger I would 
leave by the back door, take a street-car 
to Broad Street Station and then, in 4 
parlor car, proceed with my precious 
burden to Wall Street. Nothing untoward 
ever happened on these frequent trips, 
but I was made uncomfortable when ! 
was occasionally asked by the Pullman 
conductor to change my seat and was 
unable to do so, for the apparent 
stranger sitting in the next chair was the 
body guard from whom I could not be 
separated. 





















Gracious, Not Advertising! 






It was considered in those days to be 
undignified to advertise. The banks and 
trust companies published only state 
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ments of condition at the year end and 
“cards” giving name and address, with 
list of officers and directors. 


We retained the late John E. Powers, 
who had, following the war between the 
States, introduced the Singer sewing 
machine into England — then adverse 
to buying American-made goods — by 
the device of offering to take back the 
merchandise, freight paid both ways if 
not satisfied. 


He recommended more frequent in- 
sertions, smaller space, a black border, 
plenty of white and a single sentence 


in their respective fields, contributed to 
our storehouse of knowledge. 


Investment was a good deal simpler 
in those days, for industry was largely 
privately owned, and real estate, public 
issues — Federal, State and local — 
mortgages, ground rents and railroad 
securities made up the bulk of the port- 
folios in the trust department. Invest- 
ments, too, were made more with an 
eye to adequate income return than with 
the hope of capital accretion. Security of 
principal was, of course, the first con- 
sideration and a mortgage or bond once 


Faces in the trust department changed 
rarely and as a result an intimate rela- 
tionship, based on confidence, was built 
up with beneficiaries and other clients 
and a good will resulted which became 
an asset of incalculable value. 


A faded beauty with a Lillian Russell 
figure floated into my room one day, 
asked question after question, was evi- 
dently beating about the bush, ill at ease 
and not telling me why she had come 
in. Finally, she burst out, “I can’t stand 
it any longer,” tore open the fastenings 
down the front of her dress and revealed 


pet Ff describing tersely a function or service. bought — likely to be held to maturity what filled the yawning cavern between 
then! For the first time in the history of the (°F occasionally default) or until dis-  jhoc¢ ample corsets and her boyish 
only company the advertisements attracted —o — from death or some figure. She disgorged a fortune in stocks 
aring notice and had pulling power. At the end other eventua ity. and bonds which she had been carrying 
trust of a year, however, the experiment was around with her wherever she went — 
aving§ given up and a return to the earlier trusting nobody. It turned out she lived 
banks § form of publicity ordered, for the direc- alone, had a terror of being robbed, yet 
- win- § tors felt badly not seeing their names in had been unwilling to part with her 
hecks § the papers. securities until, in desperation she came 
ettled Simplicity of Investment to us overcome by fear of dying. 

phe: In my youthful days the Commercial While the banking and trust depart- 
Pr and Financial Chronicle, Poor’s Manual ments, then as now, were kept separate 
nders 4 2! Railroads, our daily newspapers and and the functions of the latter were 
» ie the stock ticker were the source of ma- subdivided, smaller size resulted in a 
- pre terial from which most of our facts were more intimate relationship than is pos- 
com § “etived. Information picked up by word- sible as a result of the amazing growth 
-than§ ‘mouth and reliance on sound judg- and specialization during the past half 
ld off ment of trusted individuals, experienced century. 
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Historic Market Square in the Germantown section of 
Philadelphia has many ties with the past—and the future. 
Here a Revolutionary battle was fought and here 


George Washington attended church services. Today the square Th e Pe Nn if Sy | Va nN la 


is located in the center of a great business community, 

one of many served in Philadelphia by our 24 branches. 

Whenever your business requires a knowledge of Com Dd ny 

Philadelphia and Philadelphians we hope you'll call on us. ; ; 

We've been “getting to know” them for a good many years. for Banking and Trusts i 
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Well-known as George Sokolsky is to the 
millions who read his newspaper columns, 
hear his commentaries on ABC’s nation- 
wide radio hook-up, or see him at meetings 
where he is an ever-stimulating speaker, 
certain sidelights may provide a fuller 
appreciation of his reportorial repertoire. 
Since he stumped for the Republican party 
at the age of 10 (in a Tammany ward of 
New York’s East Side) he has consistently 
searched out the human, economic and 
political news and presented it fearlessly 
and factually — an honor to his profession 
of Journalism. After graduating at 20 from 
Columbia University (in Journalism) in 
1917, he spent over a dozen years in Russia 
and China — as foreign correspondent, 
magazine and newspaper editor, political 





Author George E. Sokolsky, right, receiving 
Freedoms Foundation award from the late 
Dr. Robert A. Millikan at Valley Forge 
ceremony on Washington’s birthday, 1952. 


adviser, and at various publicity jobs, com- 
pleting his Oriental tour as editor of the 
Far Eastern Review and correspondent of 
American, English and Japanese papers. His 
several books had typically prophetic titles 
such as “Tinder Box of Asia” . (1932), 
“Labor’s Fight for Power” (1934), and “The 
American Way of Life” (1939), of which he 
is so able an exponent against patent pana- 
cess and Isms. “My experience had proved 
to me” he says “that some things that human 
beings like to try, do not work.” As this 
editor found out, he writes only from con- 
viction, is open to suggestion but brooks 
no dictation because he considers freedom 
the goal toward which we all strive to give 
meaning and dignity to life, social, economic 
or political . . . . Editor’s Note. 


The “Trust” in Our Era 


A DECLARATION OF PERSONAL INDEPENDENCE 


UCH CONFUSION OFTEN ARISES 
from the simplest terms. For 
instance, “money” means different 


things to different people. To some, 
money is an exchange for time and 
skill; to others, it may mean wealth and 
security; to others it may be an oppor- 
tunity for profligate living. 

In the many economic systems which 
man has devised over the thousands of 
years of history, the right to the owner- 
ship and use of money has not always 
been and is not now everywhere the 
same. Different systems have been em- 
ployed to control the labor of man and 
to increase his productivity from the 
brutality of slavery to the freedom of 
capitalism. 

In the simplest form of capitalist so- 
ciety, the right to the ownership and 
use of money was limited to the person 
who possessed it. He had a right to use 
it according to his own choice, to keep 
it, to spend it, to conserve it, to destroy 
it, to risk it in enterprise or to waste 
it. Capitalism is the manifestation in 
the economic field of personal Liberty 
in the political field. Limitations upon 
the capitalistic system often follow limit- 
ations upon political freedom. 


Capitalism is simply a system in 
which the individual may accumulate 
wealth and use it at his own discretion 
and risk, to his advantage or loss. The 
tisk is as much the individual’s as the 
money is his own. Such a system exists 
nowhere on Earth today. Social limita- 
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tions surround the individual. He may 
not corrupt his neighbors for profit, for 
instance, by selling opium or mariju- 
ana; he may not employ children for 
10 or 12 hours a day, nor may he re- 
fuse to pay taxes even if such payments 
reduce his profits. A vast body of law 
has come into existence limiting but not 
abolishing the capitalistic process. 


* * * * 


Nevertheless, it is true that the indi- 
vidual under the capitalist system may 
accumulate his legal earnings, may use 
those earnings for lawful purposes, and 
that among those lawful purposes is the 
provision for his own future, for the 
education and “grub-staking” of his 
children, for the welfare of his widow 
after his death, for the support of chari- 
table and educational works during his 
life and after his death. Such limitations 
as have come into existence even in a 
free society in recent decades in no way 





prevent a man from protecting his own 
future and that of his family and those 
whom he designates as his heirs. This 
is an essential human freedom, an in- 
alienable right. Were we deprived of it, 
our way of life would have come to an 
end. 


In a Marxian society, the situation is 
altogether different. The possession of 
all wealth is the right of the State, 
which, as in the case of Soviet Russia, 
may permit an individual to own some- 
thing in his lifetime. But even the own- 
ership of that little may be revoked by 
the State. The individual’s accumulation 
of money is of less value to him than 
under capitalism because he may not 
employ it for his own social or economic 
improvement or the improvement of his 
family. The right of inherited wealth 
is not permitted for the obvious reason 
that all wealth, all means of production 
and distribution, are the property of 
the government. To permit individuals 
to inherit, one from the other, is to 
admit the free ownership and the free 
use of private possessions — a concept 
which is impossible in the Marxian 
philosophy. 


Children in the Marxian society are 
the wards of the State, not of their par- 
ents. For children to inherit from par- 
ents, for a father to set up a trust for 
his children would be useless because 
the State alone is the judge of what is 
to happen to all children. A parent can 
not make such provisions. Arrangements 
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to benefit charitable or educational in- 
stitutions cannot exist because there are 
no voluntary institutions, no private 
charities, no private decisions or 
choices. The State prevails over man. 


* * * * 


This contrast between two systems is 
here given in a discussion of an Amer- 
ican method for the accumulation, de- 
posit and use of money known as the 
Trust. This is a device for the protection 
of accumulated capital to be employed 
in accordance with the instructions of 
the original owner of the capital, during 
his lifetime and after his death under 
experienced, continuous management. 


The Trust is not a new invention; it 
goes back to the 13th Century in Eng- 
land and has been in continuous use 
since. When land rather than money 
or corporate equities was the principal 
type of capital that indicated wealth, 
most trusts were based on land owner- 
ship. The device originated as a protec- 
tion against the confiscation of land 
for religious or political reasons. Since 
those early days, the Trust has developed 
into a protective agency against the dis- 
sipation of wealth, and a large body of 
law has been enacted to support the 
trust against fraud and other abuses. In 
this sense, the State protects the testa- 
tor and the beneficiaries by means of 
the Trust. 


The Trust then has the advantage of 
being under continuous management, 
of being guarded against abuse by the 
law. If to these advantages, experienced 
management is added and if this experi- 
enced management can be made con- 
tinuous, then the device not only justi- 
fies itself but grows in use because it 
fulfills a social and economic need. 


The emphasis is upon the word “con- 
tinuous.” Let me explain by an ex- 
ample. John Smith wants to protect his 
children, so that should he die, their 
education and financial welfare would 
not be interrupted. He writes a will to 
that effect, appointing his wife and his 
very closest friend, Tom Jones, as Ex- 
ecutors. Tom Jones is a brilliant man, 
a conservative investor of capital, alto- 
gether trustworthy. There can be no 
question of his honesty and his affec- 
tion for Smith’s children. So Smith feels 
pretty good about it all and has no 
anxieties. Mrs. Smith is a delightful 
woman but has never been trained in 
money-management. 


Smith and Jones go to the Dakotas to 
shoot duck and both are killed in a 
plane crash. No provision is made in 
the will for a successor to Jones, except 
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that the remaining executor may func- 
tion without bond. Smith and Jones were 
comparatively young and while a will 
was written, it was not taken too seri- 
ously as their life expectancy was long. 
The experienced men are, however, re- 
moved and there is no continuity of 
management of the estate. 


Within two years, Mrs. Smith marries 
a very newsworthy scientist, one of the 
greatest men in his field in the whole 
world. But he knows nothing about 
money. In fact, he disdains money as a 
vulgarity. His only relationship to 
money has been that he has received a 
comparatively small stipend from his 
university, but has been accustomed to 
spending huge sums, donated by Found- 
ations and by the government, in scien- 
tific research. Enormously important in 





“This demand upon his part that 
the people give over their preference 
for phrases, slogans, catchwords, and 
other such tripe (he calls it ‘cabbage’) 
and develop a taste for precise think- 
ing takes me back to my first year in 


the seminary when the professor 
of logic used to try to compel us 
to think. Sokolsky might be _ that 
professor with a larger class. Some- 
times when we are in a despondent 
mood, what with swooning and croon- 
ing in place of singing, jitterbugging 
in place of dancing, the ‘funnies’ in 
place of the classics, peep-hole gents’- 
room journalism in place of Dana 
and Greeley, Godkin and Cobb, we are 
tempted to think that the people just 
don’t want to think. But the fact that 
large numbers of them stand by Sokol- 
sky helps to restore our confidence in 
the wisdom of the people and hence 
in the first principle of Democracy.” 


The Rev. JAMES M. GILLIS, C.S.P., 
in “Molders of Opinion.” 


his own field, he lacks prudence in 
money matters. 


The former Mrs. Smith is proud of 
her new husband, who is a distinguished 
man, not a money-grubber, and she aids 
him in his researches, occasionally dip- 
ping into her legacy to help him achieve 
some noteworthy goal. The Smith estate 
is from time to time reduced. Invest- 
ments are not prudently handled. The 
intention of John Smith to protect his 
wife after his death — and to prepare 
his children for the vicissitudes of life — 
is not carried out on the scale that he 
intended. 


The Trust exists to provide the con- 
tinuous protection and management 
which terminated when both Smith and 
Jones disappeared in the plane crash — 
and that could happen at any time, 
under any circumstances, to anyone. 
The corporate Trustee exists to offset 
such subjective relationships. If Vice 
President A of the corporate Trust had 
been killed in that plane accident, Vice 
President B, C, D, or F, or all of them, 
would take over. The corporate entity, 
which is continuous, and not the indi- 
vidual who is subject to the vagaries of 
chance, is responsible under the law and 
cannot divest itself of that responsibility 
without the consent of all the benefici- 
aries under the Trust. 


This, then, is one of the principal rea- 
sons, in this era of confused ideas as 
to money and property, for the protec- 
tion of the intentions of an accumulator 
of wealth, in the interests of those whom 
he designates as beneficiaries. The con- 
servation of a property in the interest 
of its beneficiary requires competent, 
prudent, continuous management. 


* * * * 


The accumulation of capital has be- 
come increasingly more difficult in this 
period of high taxes. Great fortunes are 
not being formed, as they were prior to 
this era of high income and inheritance 
taxation. Family businesses often have 
to be sold to meet inheritance taxes and 
the proceeds may be dissipated by in- 
experience, or imprudent living. In fact, 
some of the largest accumulations of 
productive wealth would have been dis- 
sipated because of taxes were it not that 
the device of the Trust is available to 
protect them. 


The one justification for capitalism is 
the free possession and use of property 
with the attendant right to choose the 
beneficiaries and provide them with 
benefits. This involves moral considera- 
tions which are too obvious to need dis- 
cussion here, but this can be said: if a 
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man lives only for himself and works 
only to achieve a personal competence, 
his efforts could be more limited and 
his initiative directed into non-produc- 
tive channels. The slave labors for food 
and shelter; the free man labors to im- 
prove the social and economic condition 
of himself and his family and friends. 


In a free society, the center of inter- 
est is not the state or the community, 
but the family. This has been traditional 
in American life for three centuries. The 
preservation of the family, pride in 
family achievements, the attainment of 
a “good name,” community pride in a 
family — these have been the incentives 
for achievement. In the American tradi- 
tion, this urge to a “good name” does 
not end with death; the hope is that it 
will be continuous. In a country where 
there is no aristocracy, the establish- 
ment of a family reputation can only be 
accomplished by the distinguished 
achievement of some member of it. 
Thus, Trusts and Foundations are 
erected to protect the financial side of 
that achievement and to erect a remem- 
brance of the “good name.” 


Often the Trust is designated to man- 
age the money that goes into the Found- 
ation. There is wisdom in that because 
the Trust not only safeguards the bene- 
ficiary but the desires and intent of the 
testator. The danger of an uncontrolled 
Foundation is that once its management 
is totally divorced from the intent of 
the testator, it is possible to employ his 
money in opposition to his ideas. A 
Foundation set up for human welfare 
could, over the years, be infiltrated by 
Communists and employed for Commu- 
nist propaganda under the guise of some 
noble-appearing welfare purpose or for 
whimsical projects. The Trust would 
oppose such an abuse of funds and will 
even go to court for an adjudication of 
its responsibilities. Being objective in its 
outlook, the Trust is bound by the in- 
tent of the original owner of the estate 
as well as by the interests of the benefi- 
ciaries. 


It is in the nature of American so- 
ciety for a man to leave money not only 
to his family but for good purposes of 
a general or specific nature. He cannot 
foretell what might happen in half a 
century or in a century to what seems to 
him an important purpose. He might 
want some of his money used to wipe 
out cholera in this country, but what is 
done with what remains of his estate 
should cholera be wiped out? Does it 
mean that some anti-cholera organiza- 
tion is to be maintained forever when 
there no longer is any cholera to com- 
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bat? The Trust can be given discretion 
to make certain that a man’s accumula- 
tion is not wasted in futilities. It can 
be arranged that its flexibility becomes 
another safeguard against abuse. 


This then is the philosophy behind 
the Trust. It is a device in banking to 
serve for the prudent and sound use of 
accumulated capital during the life and 
after the death of a person, according 
to his own stipulations and in the best 


public interest. 
* * * * 


It also serves in the formation of capi- 
tal, which is becoming an increasingly 
serious problem in the American econ- 
omy. As taxes rise, the possibility of 
large individual accumulations of wealth 
decreases. But the deposit of such 
accumulations, of whatever size in cor- 
porate organizations existing for the 
management of money produces a 
reservoir in which funds may be found 
for investment in new or expanding en- 
terprises or for the modernization of 
older ones. This function of the Trust 
is often disregarded in any casual sur- 
vey of its work, but is, at this time, of 
growing importance because, unless 
capital for private enterprise can be 
formed without government aid, our 
economy will move into a socialistic 
state-monopoly economy with all the 
perils that emanate therefrom to the in- 
dividual and his family. Socialism can 
be creeping, but its first sign is an in- 
ability to form capital from private 
savings. In our society each individual 
has free choice for the deposit of his 
savings, or the investment of his money. 
In a State operated economy, the State 
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makes much decisions without regard to 
personal preferences. 


Capitalism can only thrive by the 
constant investment of surplus earnings 
in privately-owned enterprises. Social- 
ism eliminates the capitalistic or free 
society by establishing an increasing 
number of government-owned enter- 
prises, often under government manage- 
ment. The social effect of capitalism is 
to raise the standard of living of the 
people and to provide opportunities for 
social and economic emergence. The 
social effect of socialism in its many 
forms is to level the standard of living 
downward and to stratify society be- 
tween a vast proletariat and a small elite 
management group. The middle class, 
which in a capitalist society is para- 
mount, disappears in a socialist society. 

Analyzed from this standpoint, the 
Trust adds to its other functions that of 
preserving not only the capitalist system 
by serving as a catalyst in the formation 
of capital, but also as a guardian of the 
Middle Class by conserving its assets. 
In this particular period of American 
history, this function is of tremendous 
importance because, should the eco- 
nomic middle class disappear, our social 
stability will follow. Thomas Jefferson 
foretold this danger at the very birth 
of our nation and it needs always to 
remain before us as a guide. The eco- 
nomic middle class not only produces 
wealth but it conserves our social system 
based upon human freedom and the 
inalienable right of the individual not 
only to life but to happiness, which is 
most assured when a family is well pro- 
vided for. 


Poe 


CHARLOTTE, NORTH CAROLINA 


A regional trust operation offering complete 
personal and corporate services 





Member F.D.I.C.—Federal Reserve System 
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A PROBATE JUDGES VIEW 


of bel Aeloiiaiabrbices 


UR PROBATE COURT IS IN SESSION 

five days a week the year round 
but since the Municipal Building which 
houses it is closed on Saturdays, the 
Court perforce is also closed to the 
public. The Judge usually comes down 
to the Court on Saturday mornings, 
sometimes alone, sometimes equipped 
with his secretary, in the effort to clean 
up or keep abreast of the more serious 
problems which have arisen during the 
preceding week. 


At these Saturday morning sessions 
the Judge finds that most of his troubles 
are testamentary. This gives rise to the 
thought — why wouldn’t he be a lot 
better off if there were no wills; then 
he could enjoy Saturday like other hu- 
man beings. After all the intestate laws 
are now pretty fair in most states. They 
usually make some extra provision in 
behalf of the widow and it is usually 
pretty easy to tell who the distributees 
are. 


After poring over a Million-Dollarc 
will trying to have it make sense in a 
Ten Thousand Dollar estate or a will 
bought for Ten Dollars or home drawn 
for economy’s sake, the Judge’s prelim- 
inary prejudice in favor of intestacy can 
be understood. When. however, he gets 
over the initial peeve of having to work 
on Saturday, he begins to reflect a little 
and finally realizes that intestacy is not 
the answer to a great many of the dece- 
dent’s problems and obligations. His 
Saturday’s difficulties nevertheless lead 
him to feel very strongly that, just as 
in childbirth, a certain amount of pre- 
natal care is necessary in the prepara- 
tion and execution of a will. 


Selection of Draftsman 


The prospective testator must be made 
to realize that unless he is a competent 
probate lawyer himself, he needs the 
help of an expert to plan his future 
beyond the grave. The futility of self- 
reliance in these circumstances cannot 
be too strongly emphasized and the 
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RUSSELL Z. JOHNSTON 


Judge of Probate Court for District of Hartford, Connecticut 


current efforts of the various Bar Asso- 
ciations to educate the public on the 
necessity of competent lawyers for wills 


should be expanded. 


Once the client has been sold on the 
idea that wills necessarily imply a law- 
yer, the problem arises, what lawyer? 
Here the Bar Associations have not sup- 
plied a too satisfactory answer. I have 
heard it suggested from time to time 
that some official rating within the pro- 
fession should be established, presum- 
ably under the auspices of the various 
State Bar Associations, whereby an 
attorney through study and practice 
could qualify as a specialist or an ex- 
pert in probate law. This suggestion 
has not been received with enthusiasm 
by the rank and file of the bar; and one 
of their arguments, which is quite perti- 
nent, is how are we ever going to qualify 
as experts in practice if we have to be 
experts in order to get the practice. It 
seems to me that this is a somewhat 
selfish and superficial answer in view 
of the fact that it already requires study 
and examination to qualify as a lawyer 
anyway. However, no matter what the 
Bar Associations do about this sugges- 
tion, it is important that through what- 
ever facilities are available for advice, 
the client select a competent lawyer. 


Now if the chosen lawyer is going 
to do a first class job, he has got to 
know the nature and amount of the 
testator’s estate, his sources of income, 
and, if the will is going to stand up in 
a future contest, all about the testator’s 
family, his personal relationships as 
distinguished from his family relation- 
ships, and his interests in charitable, 
religious and educational institutions. A 
lawyer should decline to draft a will 
without this information as he cannot 
do justice either to the testator or to 
himself. 


Better Witnesses 


Since a will is no good unless it is 
admitted to probate, here are a few 









Judge Johnston received baccalaureate 
and masters degrees from Trinity College 
in his native city of Hartford and his 
LL.B. from Harvard. After practicing 
law for some seven years he became Clerk 
of the Probate Court for District of 
Hartford in 1930, a post he held through 
1938. He has been Judge of that Court 
since 1939. Among his many professional, 
civic and religious and educational activi- 
ties, he has been Chairman of the Pro- 
bate Section of the Connecticut State 
Bar Association. 





hints on how to lessen the Judge’s Sat- 
urday burden. One of the most striking 
facts in a will contest is the utter futility 
of most witnesses to the will. Almost in- 
variably the witnesses are employees in 
the lawyer’s or a neighboring office, 
none of whom has met the testator prior 
to the date of execution. They have only 
the usual ten or fifteen minutes that it 
takes to execute a will in which to form 
an opinion of the testator’s mental ca- 
pacity. 

There are two rather obvious methods 
of obtaining better witnesses. The more 
desirable would be to suggest to the 
testator that he bring in to act as wit- 
nesses two or three of his intimate 
friends or business associates who would 
really be able to testify as to his testa- 
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mentary capacity on the date of execu- 
tion. They might also negative the idea 
of undue influence. 


Another alternative would be to make 
the execution more of an event, take a 
little more time, get the testator to enter 
into a general conversation with or in 
the presence of the witnesses, using pre- 
pared questions covering a breadth of 
field if necessary, so that a witness, when 
cross-examined as to what opportunity 
he had to form an opinion as to testa- 
mentary capacity, would have the whole 
incident impressed more forcibly on his 
memory even though he might not re- 
member the detailed questions and 
answers. 


Since witnesses may die, become in- 
capable or get lost, I think it is import- 
ant to have them execute an affidavit in 
proof of the will at the time of its 
execution and as part of the same 
proceeding. 


My experience would indicate the 
value of the lawyer’s preserving some 
record of the conversation with the testa- 
tor which preceded or accompanied the 
drawing of the will. The best evidence, 
in jurisdictions where recordings are 
admissible, would be to have a disk or 
tape recording made of the proceeding 
with the proper identification of the par- 
ties; or if this is not feasible, it would 
be very helpful for the lawyer to pre- 
serve notes which could be used to re- 
fresh his own recollection even though 
they might not be admissible by them- 
selves, 


Codicil or New Will? 


Testators sometimes get into difficulty 
by executing a codicil rather than re- 
executing the whole will. There are two 
main reasons for using a codicil (1) to 
save expense and (2) the possibility 
that the testator may be lacking in testa- 
mentary capacity or subject to undue 
influence on the second date. I don’t 
think either excuse is very good, and 
I should certainly recommend that the 
will be re-executed. 


I have in mind a case which I shall 
have to decide six or eight months 
hence — where a testator, after leaving 
a large number of cash bequests, winds 
up with a residuary clause leaving the 
residue in equal shares to all those men- 
tioned as cash legatees. In a codicil he 
chops two of the legatees out and adds 
three more. He doesn’t say specifically 
whether the two chopped out are to drop 
out of the residue and whether the 
three added entries are to share in the 
residue, but he does have the usual 
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phraseology that except as altered by 
the codicil the will as originally execu- 
ted is to remain in full force and effect. 


As to the custody of the will once it 
is executed, probably the most satisfac- 
tory procedure is to lodge it with a 
corporate fiduciary which may have 
been named as executor or co-executor. 
This would eliminate the possibility of 
its being stolen or destroyed by some- 
one who might have access to it in the 
testator’s home, which is the least safe 
place to keep it. Another excellent place 
would be in the testator’s safe deposit 
box, particularly if only he has access 
to the box during his lifetime. 


Some of the older lawyers used to 
make a practice of retaining custody of 
the wills which they drew. This is ordi- 
narily a fairly safe practice where the 
lawyer is a member of a large firm 
having a regular custodial arrangement 
for the care of all wills drawn by mem- 
bers of the firm, but is not so good 
where the lawyer operates by himself 
or in a quasi partnership with others, 
where each looks after his own. In the 
event of the death of such a lawyer, 
the will may be lost sight of or de- 
stroyed with some of his own personal 
effects. The testator may move and die 
without the lawyer’s knowledge. 
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The practice of making duplicate or 
multiple original wills or executed 
copies is more troublesome than help- 
ful. It makes for a very confusing situa- 
tion where the one known to be in the 
testator’s possession disappears and yet 
all or some of the other duplicate origi- 
nals are still in existence, particularly 
in states where there is a presumption 
that a will, last known to be in the 
possession of a testator which cannot be 
found, is presumed to have been de- 
stroyed by him with the intention of 
revoking it. 


Choice of Fiduciary 


Space does not permit going into an 
exhaustive discussion of the respective 
merits and demerits of a lawyer, a 
corporate fiduciary or a layman as 
executor or trustee. Suffice it to say, that 
a lawyer drawing the will should ex- 
| plain to the testator the advantages of 
a corporate fiduciary such as longevity, 
experience and administrative skill; of 
the lawyer because of his general all 
| round business experience as well as 
legal knowledge, and of the layman, 
probably a member of the family, in 
whose character and ability the testa- 
tor may repose special trust. Mention 
should be made of the advantage of 
having a corporate fiduciary in the 
event of a long continuing trust because 
of its investment experience and the 
lack of necessity of a bond. There is 
| still a considerable field for the lawyer 
in acting as legal advisor to either 
corporate or individual fiduciaries. The 
emphasis should be on competence. 


While ordinarily it is a mistake to 
have too many co-executors or co-trus- 
| tees, there are cases where in the care 
of a dependent and mentally or physic- 
ally handicapped member of the family, 
an individual co-trustee who can take 
a more direct interest in the individual 
should be added to the corporate trustee. 
The difficulty, of course, is that some- 
times multiplicity of fiduciaries makes 
for disagreement and almost always for 
higher fees. 


In most jurisdictions corporate fidu- 
ciaries are exempt from giving bond 
and a testator may likewise excuse indi- 
vidual ‘fiduciaries or reduce the amount. 
While the cost of a corporate surety 
bond is sometimes considerable, it is 
never anywhere near the value of the 
assets which may be put in jeopardy 
by a dishonest or incompetent fiduciary. 
My own feeling, from twenty-odd years 
of experience in a Probate Court, is 
that the excuse should be used more 
sparingly than it is, particularly in the 
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case of trustees acting over a long period 
of time. 


Avoiding Administrative Difficulties 


So far the Judge, in his Saturday 
ramblings, has spent a lot of time going 
over the scaffolding and framework of 
the will. Before discussing the actual 
provisions of the will, I should divide 
the difficulties of estate administration 
into two general groupings. First, those 
that arise in the administration phase, 
i.e. the liquidation of the estate to pay 
taxes, debts and administration expenses, 
and the ascertainment of distributees; 
and second, those that arise in the 
administration of trusts and the ascer- 
tainment of the distributees of trusts. 


Where the estate includes a sole pro- 
prietorship or partnership _ interest, 
should the Court allow a continuance of 
the business either for the purpose of 
liquidating the same or pass it on to 
legatees or even into trusts? Here a 
definite expression in the will as to what 
the testator wants done would be very 
helpful, particularly if he has had the 
foresight, in the case of a partnership, 
to make some arrangement with the 
other partners for liquidating on cer- 
tain terms and where they have been 
provided with funds by way of insur- 
ance to make the purchase. 


Frequently the question arises 
whether the Court should authorize, in 
those jurisdictions where such authority 
is prerequisite, the sale or mortgage of 
personalty or realty in order to liqui- 
date an estate or to pay cash legacies. 
Authority to sell real estate with or 
without bond and without Court order 
is sometimes a desirable clause. Some- 
times it works the other way because 
a Court that is aware of going prices 
in a community may be of considerable 
help to the fiduciary not so experienced 
in determining whether or not a sale, 
particularly of real estate, is for its 
fair market value. If members of a 
family are to have options to buy real 
estate or other assets in preference to 
outsiders, it should be clearly stated 
in the will, with the terms under which 
such purchase can be made. 


It may be advisable in an estate con- 
sisting largely of stock in a closely held 
family corporation or of so many stocks 
of a local nature that a too rapid liqui- 
dation would break the local market, to 
provide in the will for a longer period 
of liquidation than usual. 


Another source of occasional argu- 
ment is the amount and duration of the 
widow’s allowance or an allowance for 
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-... and go and see your 
doctor at least once a year.” 


other members of a family. This a 
testator can provide for in a will al- 
though very few seem to do so, appar- 
ently relying on the inherent powers of 
the Probate Court to take care of the 
situation. 


Other Omissions 


Another difficulty frequently arises in 
connection with exoneration of mort- 
gages on real estate. It is my own feel- 
ing that where a piece of real estate is 
subject to a mortgage, the testator usu- 
ally means to devise the real estate as 
is. A great many artificial presumptions, 
however, have arisen in various juris- 
dictions because the testator doesn’t 
make it clear whether by a direction to 
pay debts he means mortgage debts. For 
instance, in Connecticut the rule appar- 
ently is that where the real estate de- 
vised was subject to mortgage when the 
testator acquired it and he signed no 
assumption agreement upon its acquisi- 
tion, the devisee is not entitled to exon- 
eration. If, however, the devised real 
estate is mortgaged by the testator after 
acquisition or if he signs an assumption 
agreement of a prior mortgage upon 
acquisition, it is then considered that 
he intended to have the mortgage exon- 
erated. This is a pretty artificial dis- 
tinction. 


A great many wills also lack an ade- 
quate tax clause. In states where the 
succession or inheritance tax is assessed 
on the theory that it is taxing the right 
of inheritance, or there is an apportion- 
ment statute, the tax falls upon the 
devisee or legatee unless the testator 
provides that the taxes be paid as an 
expense of administration. He can also 
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provide that inheritance taxes on prop- 
erty which does not constitute a part of 
his estate may be paid out of the estate. 
The testator should provide how taxes 
on insurance not passing through the 
estate are to be repaid to the fiduciary 
where the insurance company is under 
no liability to pay the money to any- 
one except the beneficiary in periodic 
payments. 


Of course this attitude of loving care 
toward taxes can be overdone. Just at 
this writing an official of our local 
Court brought to my attention one of 
the most carefully drawn tax clauses I 
have yet seen, which specifically pro- 
vided for the payment of all taxes 
on property, either passing through the 
estate or around it, out of the residue 
of the estate. The only difficulty is that 
the residue of the estate isn’t adequate 
to pay the taxes. 


Does the testator wish to include 
adopted children as “children or issue”? 
Does he mean a bequest to be a class 
bequest and when does he want the 
class to open and close? When does he 
wish the remainder to vest, at the testa- 
tor’s death, or at the death of some 
income beneficiary? Does he want lega- 
tees to take per stirpes or per capita? 
Why not spare the poor Saturday Judge 
by having the testator explain these 
things in his will. Perhaps the insertion 
of a few words of general intention in 
his own language might help. 


Abreast of Changes 


The wish arises occasionally on a 
Saturday morning that the testator, or 
his attorney, had been more careful in 
designating the legatees, particularly the 
exact names of charities to be benefited. 
Within the last few weeks, we have had 
to pass on the question as to which 
Synagogue or cemetery was meant to 
be the beneficiary of certain gifts. Syn- 
agogue “A” had originally been located 
in the Town of Hartford but had subse- 
quently moved to the Town of West 
Hartford. Thereafter another synagogue 
appeared in the Hartford City Directory 
with exactly the same name. The deci- 
sion happened to be fairly easy in this 
case because it was shown at the time 
of the hearing on the ascertainment of 
distributees, that the testator had _ be- 
longed to the West Hartford synagogue 
and had never had any connection with 
the Hartford- synagogue. 


This case also illustrates the necessity 
of keeping a will up to date. It isn’t 
entirely safe to leave the initiative in 
modernization up to the testator him- 
self. It is now ethically possible for 
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lawyers in most jurisdictions to warn 
clients, for whom they have drawn wills, 
of any substantial legal changes that 
might make testamentary changes ad- 
visable. I think that the code of legal 
ethics should be further loosened so that 
a lawyer might remind his client just 
as my dentist or my oculist reminds me 
when he thinks I ought to come in 
for a checkup. So many things can 
happen in a relatively short time which 
will render a will obsolete. One of the 
most serious is the effect of the death 
of a wife and a re-marriage or the 
birth or adoption of children subsequent 
to the execution of a will unless those 
events are specifically provided for 
(which is almost never the case). In 
some jurisdictions, birth or re-marriage 
or adoption can revoke a will entirely 
and create intestacy. 


Changes in legal residence, in tax and 
other laws, as well as decisions which 
alter previously accepted concepts of 
law, all require periodic will review. 


Trouble frequently arises where the 
testator’s assets are no longer adequate 
to carry out testamentary provisions. 
Some direction from the testator as to 
what is to happen in such an event 
would always be helpful. I can never 


forget some of the horrible results that 
went through our Court in the depres- 
sion period of the early thirties when 
testators, whose wills were drawn prior 
to October 1929, failed to change them 
as assets melted away. Many a widow, 
who was supposed to have the benefit 
of the residue of a large estate, found 
herself confronted with the necessity of 
taking little or nothing as residue or 
electing to take her statutory share 
which, in most cases, was totally inade- 
quate. 


The same thing, of course, can hap- 
pen in reverse where the testator spells 
out a gift of everything he has to some- 
body and then his estate increases tre- 
mendously before his will is probated. 
This can have pretty sad results too in 
jurisdictions where, for instance, a wife 
either takes the provisions made for her 
under such a will or in lieu thereof can 
only take a statutory share which may 
only be the life use of one-third of the 
estate. It is hard to believe that a testa- 
tor with a decent wife would intend this 
result but that is what he lets her in for. 


Trust Problems — Income vs. 
Principal 


In the supervision of trusts, the most 
frequently recurring problem is to dis- 
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tinguish between principal and income. 
There is a growing tendency to try to 
allocate more of the current expenses of 
trust administration to principal. This 
has the praiseworthy effect of increas- 
ing the amount of income available for 
the beneficiary but the less praiseworthy 
effect of depleting the principal. The 
amount of principal depletion is prob- 
ably negligible on most trusts for the 
benefit of widows who don’t survive the 
testator by too many years, but is a 
more serious problem on trusts which 
may continue over a longer period of 
years and reaches its ultimate pernicious 
effect in perpetual charitable trusts. 


Although the drive has been on for a 
great many years to divide this expense 
between principal and income and al- 
though it has received statutory sanc- 
tion in a number of states, no recogni- 
tion of the problem appears in the vast 
majority of the wills that are coming 
to probate in this area. Occasionally we 
do see a clause giving the fiduciary the 
power to decide whether certain items 
are to be treated as income or princi- 
pal, but I don’t recall any clause where 
a testator specifically provides for the 
division of operating expenses between 
principal and income. It has been my 
policy to resist an invasion of principal 
for this purpose except in hardship 
cases because it is difficult for me to 
believe that testators as a rule intend a 
trust fund to be depleted to take care of 
annual expenses. Certainly they couldn’t 
have this intention in creating charitable 
trusts. 

The Uniform Principal and Income 
Act has helped straighten out the allo- 
cation of cash and stock dividends, and 
I can only hope that Courts in other 
jurisdictions which don’t have the Act 
will soon experience its benefits. 


It would help to solve some of our 
Saturday problems if testators would 
say in their wills whether they wanted 
accumulated or accrued income to be 
paid over to the estates of the deceased 
income beneficiaries or whether it was 
to be retained in trust for subsequent 
income beneficiaries, or distributed if 
the death of the beneficiary makes the 
trust distributable. 


Another troublesome question is 
whether unpaid or accrued income from 
a trust for the benefit of a designated 
beneficiary can be used to pay bills 
contracted for his benefit prior to his 
death. Direction in the will would help. 


Distribution Planning 


Probably the largest single trouble 
arising in trust administration is try- 
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ing to determine from the will who the 
income and principal beneficiaries are. 
It is one of life’s ironies that some of 
the most carefully drawn wills seem to 
have one uncovered contingency which 
arises to plague the Courts. Such omis- 
sions can cause considerable expense in 
obtaining Court interpretation, which 
very frequently is simply a glorified 
guess where equally competent Judges 
will discern entirely different intentions 
in a testator’s mind under almost exactly 
the same facts in different cases. 


Where there is risk of violating the 
rule against perpetuities, the draftsman 
ought to be doubly careful to insert 





some alternative dispositive provision 
in the event of such violation. 


More care could be used in outright 
gifts to charities where the charity may 
cease to exist or where the purpose for 
which the gift is given can no longer 
be carried out. I realize that in most 
cases, either under the doctrine of cy 
pres or approximation, the Courts will 
try to prevent the failure of a charitable 
trust. If the testator, however, only 
makes the gift for a certain use, it would 
be helpful to have definite reverter pro- 


Will Drafting Contest for 
Law Students 


The annual Will and Trust Drafting 
Contest, sponsored by American Trust 
Co. of Charlotte, for all students of the 
Schools of Law of Duke University, The 
University of North Carolina and Wake 
Forest College, has been announced by 
B. W. Barnard, senior vice president and 
senior trust officer. At the close of the 
contest May 1, 1954, cash prizes of 
$50.00 will be awarded to the top two 
men from each school with the best entry 
among those to receive an additional 
$150 and second place $50.00. 


The judges for this year’s contest are 
Hugh B. Campbell of Tillett, Campbell, 
Craighill and Rendleman; John D. Shaw; 
and Paul C. Whitlock of Whitlock, Dock- 
ery, Ruff and Perry, all of Charlotte. 


visions incorporated in the will. Several 
testators in our area have put a catch-all 
provision in their wills to the effect that 
if any charitable bequest fails for any 
reason, then the outright gift to the 
charity or the trust for the benefit of 
that charity shall go to The Hartford 
Foundation for the Public Giving, which 
is a perpetual organization for general 
charitable purposes. 


Investment Latitude 
The last difficulty which can be dis- 


cussed here is the question of trust 
investments. In most states the so-called 
legal list has been replaced either wholly 
or partially by a prudent investor stand- 
ard. This standard has not been in 
existence in most of our states long 
enough to have resulted in any case law 
for the guidance of Probate Courts, 
Reference can be had to states like 
Massachusetts where a prudent investor 
standard has been in force a great many 
years. Whether the same results would 
follow in neighboring jurisdictions with 
a different history of what might consti- 
tute legal investments is a moot ques- 
tion. 


A testator should indicate whether he 
wishes to allow the fiduciary more free- 
dom of investment choice because of 
changing conditions than is permitted 
under the applicable state law. It is axio- 
matic that the longer the life of the 
trust the more freedom should be 
allowed. It is probably true also that 
more freedom can be allowed to experi- 
enced corporate fiduciaries than to indi- 
viduals because the former have com- 
mittees which check periodically on all 
trust investments. 


The will draftor should use extreme 
care before preparing a will with too 
strict limitations on investments. I have 
in mind at the moment a trust under a 
will now being administered in this 
Court where the trustee is limited to 
investing in a savings account in the 
savings department of a local bank 
which is currently paying 112% inter- 
est on its accounts. While this indi- 
cates great love and affection on the 
part of the testator for that particular 
bank, it doesn’t make much sense and 
is pretty harsh on the income benefici- 
ary to boot. 


To sum it all up, a Judge of Probate’s 
problems in estate and trust administra- 
tion cam be reduced to a minimum 
where care is used in preparation of 
wills and their revision to meet changing 
conditions, If this is done, Saturday can 
be a day of fun for the Judge as well 
as for other people. 
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HE Price OF FINANCIAL INDEPENDENCE 


A Congenial Economic Climate 


SAMUEL C. WAUGH 


Assistant Secretary of State, Washington, D. C. 





HE SUBJECT OF Po iTIcAL-Econ- 
y bell cannot be considered as a 
thing apart from our daily lives, as a 
social science for students only, or as a 
Job to be delegated to political repre- 
sentatives. For Political-Economy cre- 
ates the climate in which we live and 
work. It is the most important element 
in determining the degree of our free- 
dom and opportunity. 


From the study of history we learn 
how intimately economic freedom and 
political freedom are linked together. 
We remember how economic injustice 
spurred our own movement for national 
independence. Here in our United States 
we have witnessed the growth, hand in 
hand, of the world’s most prosperous 
society and a secure bastion of individ- 
ual freedom. 


Economic illiteracy and a sound econ- 
omy cannot live together. It is useless 
to surround people’s savings with huge 
vaults and legal forms and meticulous 
investment studies, if the value of their 
savings is being undermined by philoso- 
phies and practices alien to the Amer- 
ican spirit. 

A Great New Frontier 


There is a whole new frontier before 
us today, in which can be found greater 
happiness, accomplishment and _ secur- 
ity by cooperative use of the vast nat- 
ural and man-made resources and tools 
of production. We have not used our 
economic and capital equipment to any- 
where near its potential. If we will apply 
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our vast energies to understanding and 
developing that equipment, we can 
achieve a prosperity far beyond our 
present concept. 


We have the resources, the tools and 
the know-how both to produce a higher 
standard of living-for all our citizens, 
and to create an understanding of the 
political and economic climate in which 
our national prosperity can best ad- 
vance. But just as inability to read and 
write and figure kept the masses in 
virtual slavery for many thousands of 
years, so does economic illiteracy keep 
us today from the most effective devel- 
opment and use of our _ industrial 
potential. 


We recognize the torment of life be- 
hind the Iron Curtain, and how a sys- 
tem founded on the denial of economic 
freedom demands the complete suppres- 
sion of political liberty. Our ultimate 
hope for peace, Secretary of State, John 
Foster Dulles has said, depends much 
on the likelihood that the captive peoples 
will demand of their rulers a_ better 
way of life, a way which will bring 
fulfillment of their natural aspirations 
for spiritual as well as economic satis- 
factions. Political economy under au- 
thoritarian control, as it is in so much 
of the world, becomes the sole dictator, 
the controller of industry, labor condi- 
tiens, economic welfare, and even the 
religious and social life of the nation. 


Freedom is Not Free 


As a people we have held to the fund- 
amental principle of respect for the dig- 
nity of man upon which our nation was 


founded — and we have rejected all 
philosophies which would deny that 
principle. 


Yet only by alert action, by creating 
a climate favorable to personal initia- 
tive, ownership, freedom of movement 
and expression and choice can we for 
long enjoy these treasured prerogatives 
of free men. They are not inherent. or 
self-perpetuating, as we have seen in 
country after country where the aver- 










| President Eisen. 
', hower nominated 
{Samuel C. Waugh, 
_, president and direc. 
‘4 tor of the First Trust 
Company, Lincoln, 
; Neb., to be Assistant 
Secretary of State for 
Economic Affairs, 
Mr. Waugh is a past 


ican Bankers Association. 


age citizen has been deprived of both 
his property and political rights or has 
failed to exercise them intelligently. 

President Lincoln in his first inau- 
gural address noted: 

“By the frame of the Government 
under which we live, this same people 
have wisely given their public ser- 
vants but little power for mischief; ... 
... While the people retain their virtue 
and vigilance, no administration, by 
any extreme of wickedness or folly, 
can very seriously injure the govern- 
ment in the short space of four 
years.” 

How much greater is the need today 
for constant vigilance when the com- 
plexities of modern life bring teh influ- 
ence of government to bear on our 
smallest actions! Over the entrance of 
our majestic Nebraska Capitol is carved 
“The Salvation of the State is watchful- 
ness in the citizen.” 


Today, more than a third of our na 
tional income goes to Government — 
local and federal. Our treasury is bur 
dened with a debt of over a quarter of 
a trillion dollars and, as far as we cam 
see in the future, immense outlays will 
continue to be required for national de- 
fense. These circumstances make it 4 
major concern of every citizen, and 
more particularly of all in positions of 
trusteeship, to see that the best possible 
political stewards are chosen. 


No longer can those in finance and 
industry truly protect the savings et 
trusted to them by their own efforts 
alone, no mater how conscientiously 
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they may want to do so. Government 
fiscal policy, the dominant force in de- 
termining interest rates, can seriously 
affect the income of every trust and of 
every endowed educational, religious 


and charitable institution. 


Governmental policies can have more 
influence on the welfare of the employee, 


Hthe employer, producer and consumer, 


saver and investor, than all the tech- 
nological or managerial skill in the 
country. 


We Must Delegate Powers 


If the public sentiment that directs or 


is unsympathetic to savings, they — 
the bloodstream of private enterprise 


the fundamental facts of our economic 
life must therefore be a prime concern 
of all who labor with the tools provided 
by savings, as well as those who provide 
or manage them. 


In a free country we have many 
“representatives” besides those in our 


| legislative halls. As school trustees we 
‘select our representatives in the educa- 


‘tional field. As church officers we select 


many of our representatives in religion. 


| As stockholders we elect (or have the 


privilege to elect) our representatives in 
corporate enterprise. As consumers we 
select — by withholding or choosing 
between competitors — those producers 
of goods which we believe give us the 
best value for our money. In the same 
way we — the millions of people with a 
few or many dollars — choose those 
who are to be our financial guardians or 
trustees. 


The complexity of modern civilization 
requires us to delegate certain powers to 
others; to choose those with special 
qualifications and facilities to handle 
certain responsibilities. But it cannot re- 
lieve us — personally, nationally and 
internationally — from that constant 
Vigilance over the actions of our repre- 
sentatives which is the price of freedom. 
In the words of President Eisenhower: 


“A mark of free citizens, proud and 
wise enough to govern themselves, is 
the searching scrutiny they turn upon 
the purposes and performance of their 
own government.” 


International peace, national security 
and efficient government are major con- 
cerns of all of us, yet often these vast 
decisions are left in the hands of repre- 
sentatives whom we do not know. Even 
on the local level many citizens are not 
aware of the views of their community 


jolicials on matters affecting their eco- 
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nomic welfare and financial independ- 
ence. 


Beyond the Four Walls 


Herein lies an opportunity for public 
service which more and more profes- 
sional trustees and other stewards of 
property or investment are embracing. 
They seek to become acquainted with 
their political representatives, to know 
what they are doing, to discuss the is- 
sues and the consequences of political 
action, and in turn to report the fruits 
of their inquiry to their own neighbors 
and customers and employees. 

Bankers and trustees are appreciating 
that, no matter how excellent their tech- 
nical or investment skills and facilities, 
savings or estates cannot be adequately 


operate is affected also by the writings 
and teachings of educators, authors, 
newspaper editors and commentators,— 
the whole host of men and women who, 
in public or private life, express opin- 
ions on free enterprise that influence 
public opinion, and thus political action. 
Most of these critiques or commentaries 
are thought-provoking and a highly de- 
sirable challenge to those who have the 
position and opportunity to make free 
enterprise work to the increasing bene- 
fit of the entire nation. 


Many leaders of finance and industry 
have become so immersed in the tech- 
nicalities of production, sales, engineer- 
ing and personnel, — especially during 
trying times of national emergency — 





protected unless the political and eco- 
nomic climate is salutary and sympa- 
thetic. Inefficient management in gov- 
ernment, arbitrary use of power, or 
wastefulness with other people’s money, 
can so affect a company or an industry 
that the most consummate skill and 
know-how can not offset the injary. The 
best investment job can be rendered 
futile by bad fiscal policy. The dollar 
of income to the beneficiary can be cut 
below subsistence or comfort level by 
unwarranted taxation or inflation. 

Not only the ability to earn and save 
dependable dollars, but even the right 
to hold and transmit property are be- 
coming more a matter of political deci- 
sion and public attitude than of indi- 
vidual effort. Major decisions affecting 
saving and investment are today being 
made outside the walls of the business 
enterprise or bank or trustee office. 


The Molders of Opinion 


The climate in which savings and in- 
vestment, or private ownership, must 


He ie 





“FREEDOM OF ASSEMBLY” 


that their attention has been divided 
from the broader relationships, the en- 
during objectives of industry. Nor have 
they often had sufficient time to devote 
to the basic problems of political and 
economic progress and security. 

Now, as we face a crucial stage in 
the development of civilization, and at- 
tempt to work out a liveable and har- 
monious relationship between Govern- 
ment and the individual, it would seem 
that new opportunities are open for a 
comparison of ideas between the busi- 
nessmen concerned with the “practical” 
approach of day-to-day living (and 
planning for consumer satisfactions in 
the future), and those who must con- 
template the nation’s or the world’s 
problems from a less personalized, more 
comprehensive viewpoint. 


The Real Value of “Money” 


We believe paradoxically that while 
government exists to serve the interests 
of the individual, at times the general 
interest — as represented by govern- 
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ment — must override that of the indi- 
vidual. In a dynamic society these two 
forces are in constant flux, pressing each 
other for dominance. 


In the new Administration we have 
seen the active response of President 
Eisenhower: 

“ ... In pursuit of this great ob- 
jective of encouraging individual ini- 
tiative, we have taken a series of 
major economic decisions. To free our 
economy from bonds that denatured 
healthy and necessary competition, we 
abolished a labyrinth of needless con- 
trols. To reform a tax structure that 
threatens to smother free initiative, 
the Treasury and the appropriate 
Committees of the Congress have be- 
gun a total review of our tax system.” 
Both Government and business are 

trustees of the philosophy under which 
our country and to a large extent our 
world will live. No more acute observa- 
tion has been made on the subject of 
Money than that which holds that its 
value lies not in physical possession or 
legal rights, but rather in the extent 
to which it is put to use for the benefit 
of the individual and the community. 
Like a treaty, it will have value only so 
long as all parties consider it fairly 
gained, fairly used and fairly representa- 
tive of the hopes and opportunities by 
which each party gauges the future. 


In our social relationships we find 
pleasure and profit in inviting our 
friends to our house, and in visiting in 
theirs. Why should this not apply in 
political and economic life? Would it 
not serve the common interest if bankers 
and trustees were to take a greater part, 
with those whose job and interest it is 
to educate and inform, in community 
forums on economic affairs? 


Should not bankers and trustmen in- 
vite these opinion molders to a behind- 
the scenes tour of the banking and trust 
departments, and in turn participate in 
panel discussions at schools and colleges, 
engage in private discussions with the 
press, the clergy, civic officials, and 
Congressmen, on matters of personal 
and national finance and security? 


Elected by Your Customers 


In a Republic, where the power over 
all enterprise — economic, political and 
social — is in the hands of the people, 
we have an equal responsibility to use 
that power wisely and to select the 
ablest representatives to the nation’s 
councils. The professional stewards of 
capital have a further responsibility — 
and a special privilege — to guard the 
system that gives their work meaning 
and usefulness, protects the individual 


in owning property, and encourage™ tud 
millions of people to obtain security§ mo 
through their own efforts. " 


Now, with the fundamental concepif fer 
of personal freedom being challenged ing va" 
all parts of the world, it is impossibleg ro! 
for trustees to fulfill their duties with. !on 
out assuming the leadership, at the gras@ dis 
roots, for advancing public understandy) an4 
ing of our political economy. The men pat 

















and women of the banks and trust deg ind 
partments, insurance companies, law ind 
and accountancy offices, are peculiarlyp W® 
fitted to do this educational job. In fact pri 
they have been elected by the millions °™ 
of depositors, trustors, policyholdersy Pri¢ 
and other owners of capital to representy Wh 
their property rights. and 
Whether these trustees wish it or not, ie 
they are thus “politicians” of a sort ange. 
like their governmental counterparts, I 
owe it to their constituents to protect the 
their welfare, so long as it is in thep °P" 
public interest. Through informative be 1 
writing and speaking, and discussion = 
e 


with local leaders, trustees can do their 
country as well as their customers the 
greatest service. Civic forums on finance 
and school seminars of businessmen, 
housewives, educators, and students can 
demonstrate the mutual interests, pro- 
mote better understanding of money A 
and capital, enable the average citizen 

to realize what is at stake, and to dis. o 
ney: ; and 
tinguish the fallacies from the facts of the 
economic life. - 


Knowledge is Good Business a 

ol a 

Ours is a classless society, one that conf 
defies the application of the Marxian aho, 
principle that there is no compromising§ denc 
the interests of capital and labor, the she 
belief that the possession of wealth iff ay, 


in itself immoral. Nevertheless, it would ang 
be unrealistic to fail to recognize that 


while Americans will never buy the ha 
Marxist line as such, many people have — 
not been immune from the suspicion “""~ 

MEE: to d 
such propaganda seeks to instill. Only oe 
through education, by public and pr: : . 
vate discussion can these misunderstan’™ 
; saci coe expl 
ings and suspicions be eliminated. pe 


Many banks, business firms and civil sion 


groups have designed and carried ov direc 
excellent programs with their employees War. 
schools, clubs and other civic groups terso 
for the dissemination of information —§ auth 


and comparison of ideas on currell than 


issues as they affect the personal, com§ on 
munity and national welfare. Such cof Majc 
tacts have a practical business value § agen 
building good-will and, more important® mini 
ly, they jar opinions or prejudices —§ pers: 
on both sides — and stimulate an atti§ 4) d 
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tude of thinking in terms of the com- 
mon good. 


Take any single topic or point of dif- 
ference. Think of it in terms of its ad- 
vantage, as selfishly as you wish, not 
from the immediate but rather from the 
long-range point of view. The differences 
disappear and the mutual advantage 
and interest of cooperation become ap- 
parent. It is a great heritage to have 
independence as a nation and as an 
individual, but like everything else 
worth its weight, independence has its 
price. In the fast-moving tempo and 
complex nature of modern life, that 
price is constant cooperation with others 
who help mold the nation’s attitudes, 
and greater attention to the basic public 
opinion which ultimately determines the 
kind of world in which we live and work. 


The Declaration of Independence was 
the important expression of free men’s 
opinion in 1776, but in 1956 it will 
be realized that a Declaration of Inter- 
dependence is the true foundation of 


the Free World. 
B A A 


ABA Holds Executive 
Development Meetings 


A conference of New England bank 
presidents, arranged by the Customer 
and Personnel Relations Department of 
the American Bankers Association, met 
in Boston on February 25 to discuss 
executive development. It was the first 
of a projected series of twelve two-day 
conferences, each to be attended by 
about twenty presidents from banks with 
deposits of $5 to $25 million. Already 
scheduled are meetings in Philadelphia, 
March 17-18, Cleveland, March 29-30, 
and Richmond, April 21-22. 


The purpose of the conferences is to 
discuss management succession prob- 
lems of smaller and medium sized banks, 
to develop ways of analyzing executive 
positions and the men who may be con- 
sidered candidates for these jobs, and to 
explore practical methods of training 
and developing those selected. Discus- 
sion leaders will be William Powers, 
director of the Department; George B. 
Ward, assistant director; and John Pat- 
lerson Currie, an employee relations 
authority who has worked with more 
than fifty commercial and savings banks 
on management and personnel problems. 
Major discussion topics will be: 1) man- 
agement continuity; 2) guides for deter- 
mining job requirements; 3) appraising 
personal performance and potential; and 
4) development and recruitment. 
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OUR HEADS 
TOGETHER 


This is a serious huddle, because it involves a pretty important thing — 
money. Other people’s money! 


That’s our business — managing other people’s money. Not an easy 
task these days... not a one-man job at all, particularly when it comes 
to securities. We manage the investment portfolios of a great many 
individuals (as well as corporations and institutions). So you'll often 
catch us in this pose. Among other things, we believe that the group 
thinking of career investment men takes a lot of the uncertainty out 
of investment planning. And the results, in good times and bad, 
prove that it’s a sensible way to operate. 

Eminently sensible for our clients...men and women who have 
accumulated funds ranging upward from $75,000. and want to be sure 
their money is handled prudently — and profitably! 


You'll find our unique combination of experienced judgment, exten- 
sive facilities and contacts, as well as the specialized nature of our 
business, an invaluable aid in the planning and continuing management 
of your investment program. Surprisingly enough, the cost is relatively 
modest, and usually tax deductible. 


We will welcome the opportunity to discuss our 
Investment Advisory Service with you at your 
convenience. Or, if you prefer, write for a copy of 
our interesting new booklet, “How To Get The 
Most Out of Your Investments” Either way, 
there’s no obligation on your part. 


City Bank Farmers 
sussrssee on heme Company 


22 William Street, New York 15 
Midtown Office: 640 Fifth Ave. (at 51st Street) 


Affiliate of The National City Bank of New York 





This new kind of transistor 


r an entirely new &ind of transis- 
tor, developed by Philco scientists, 
and it solves two major problems that 
to date have blocked the widespread 
use of transistors in electronic 
applications. 


For this new Philco Research devel- 
opment (called a surface-barrier tran- 
sistor) contributes the ability, first, to 
operate at high frequencies with low 
power consumption, and, second, to 
be mass produced with precision at 
high speed. 

Translate this into hard, practical 
terms and you get, for the first time, 
such things as— 


...atiny, high frequency military 
radio set that is powered only by two 
penlight cells, yet has a daily operating 
life of months. 


ANOTHER FIRST FROM 2 ~ I LC O 


breaks the barrier 


to electronic 


application... 


. a match-box size transmitter, 
activated by sea water, that sends an 
automatic homing signal for rescue 
operations and other possible services. 


. and, eventually, compact elec- 
tronic computers that will perform all 
the functions of the present, bulky, 
vacuum tube-type, yet uses only 
1/1000th as much electric current! 


To solve this basic research problem, 
Philco engineers etched Germanium 
electrochemically to an incredible 
thinness, with a tolerance of half the 
wave length of visible light! This 
made it possible, for the first time, 
to employ Germanium for its surface 
characteristics only, without the draw- 
backs of its internal composition. 


Here, once again, is an example of 
the results flowing from Philco’s con- 


tinuing program of basic research. 
Though still in its engineering phase, 
the surface-barrier transistor will 
ultimately mean not only new military 
applications, but will spread its bene- 
fits to 90% of the five billion dollar 
electronics industry, including more 
civilian production utilizing the mar- 
vels of electronics. It is from research 
of this kind that the name PHILCO 
becomes a unique standard for achieve- 
ment in Television ... Radio... 
Refrigerators .. . Freezers . . . Elec- 
tric Ranges .. . and Air Conditioning. 


And the end is not in sight! 
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Technical Appraisal of Industry Research Guides 


Investment in a Dynamic Age 


DONALD R. GIBBONS 


Arthur D. Little, Inc., Cambridge, Massachusetts 


HE ATOMIC BOMB AWOKE THE 
TD verid to the power of science. For 
better or for worse, science has become 
a major factor in the lives of us all. 


A company’s profit and loss statement 
can be directly influenced by its use, 
or misuse, of the opportunities of 
science. Some of the most promising 
industries are based on the sciences. 


The security analyst and the investor 
are interested in industries and com- 
panies that have healthy growth poten- 
tials. Electronics and chemicals are two 
industries which promise to grow at a 
much faster rate than the over-all econ- 
omy of the nation. These technological 
industries are relatively new and, with 
few exceptions, do not have long finan- 
cial histories. The investor knows there 
is a future in chemical and electronics 
companies; yet a company is not pre- 
destined to success just because it is 
in a certain technological field. There 
have been many unhappy and unsuccess- 
ful ventures in the technological indus- 
tries. The problem is to select the com- 
panies which promise the stability and 
growth required to make good invest- 
ments. 


Every day one reads of new develop- 
ments that can alter the entire competi- 
tive picture of some industry or some 
company. One of the most important 
questions, and frequently the most diffi- 
cult to answer, is: How will a particular 
development affect the earnings of a 
certain company this year, or ten years 
from now? How will it affect a particu- 
lar industry in five years or twenty 
years ? 


It is frequently necessary to employ 
a technically trained interpreter to find 
the answer. He must judge the particu- 
lar company’s standing within the trade, 
its technological advantages or disad- 
vantages. In the chemical industry, for 
example, the raw material position, the 
research capabilities, the manufacturing 
Processes used, the competitors’ costs, 
and the present and future uses of the 
company’s products all have a direct 

ring on the future of the company. 
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The impact of antibiotics on the earn- 
ings of Chas. Pfizer & Co., Inc., is too 
well known to bear repeating. The un- 
successful Hydrocol venture is fresh in 
everyone's memory. These are two ex- 
treme examples of how technology has 
affected earnings. 


The following examples will illustrate 
the interplay of technological factors 
upon certain industries or companies. 
The first case is the most spectacular, 
the last the most conventional, but by 
no means less important in the over-all 
profit picture. 


Spectacular 


Radio Corporation of America’s re- 
cently announced improved method for 
the conversion of radioactivity directly 
into electrical energy has caused some 
people to fear that the very foundation 
of the entire thermoelectric industry — 
the utility companies — and in turn, 
the portfolios of a large number of 
trusts, are threatened. The new RCA 
battery development offers no threat to 


The tremendous 
strides of science 
and the practical 
application of its 
findings continue at 
such a pace that 
management must 
exercise keen judg- 
ment in evaluation 
of its effects, both 
near- and long-term. 
It is imperative to remain competitive with, 
or ahead of, other elements in the same in- 
dustry yet not be led into unprofitable or 
disastrous investment of corporate funds. 
For the same reasons, institutional and pro- 
fessional investment managers must have 
access to sound and objective technical guid- 
ance in investing their clients’ capital. 

In this article, Mr. Gibbons, a member of 
the staff of this well-known organization of 
research consultants, cites examples of tech- 
nological developments which have had, or 
may yet have, far-reaching effects upon in- 
dustry and its financing. The unique con- 
tribution of this firm in industrial and engi- 
neering research in technical economics and 
applied science is to assist in meeting the 
problems of business rather than the ex- 
ploitation of thése areas for profit. 





the conventional producers of large- 
volume industrial and domestic power, 
although it may become a strong com- 
petitor to suppliers of portable power 
sources. The very limited quantity of 
radioactive isotopes having properties 
suitable for use in atomic batteries is a 
deterrent to large-scale use of RCA’s © 
battery. It has been estimated that the 
total available supply of radioactive iso- 
topes suitable for the battery could not 
produce sufficient electricity to operate 
more than 15 or 20 household electric 
ranges, nor is it expected that future 
production of suitable isotopes will 
appreciably increase this limit. 


The Radio Corporation of America’s 
atomic battery will probably find many 
uses as a packaged source of electricity 
where long-life low-power sources of 
energy are required. The battery’s prac- 
tical application would be limited if it 
were not for the relatively recent devel- 
opment of the transistor, a device which 
performs the amplifying function of a 
vacuum tube, but uses a much smaller 
quantity of power. 


Promising 


A more important development, a di- 
rect result of the era of technology — 
has reached a point where its commer- 
cial application can be expected; it is 
the Hugennot-Moyroud photocomposing 
machine, frequently called the “Pho- 
ton.” This machine, based on electron- 
ics and photography, may soon revolu- 
tionize the conventional type-setting art, 
which has remained relatively stable 
since the invention of movable type. 
The “Photon” was developed by a non- 
profit organization, the Graphic Arts 
Research Foundation, Inc. This founda- 
tion, supported by a number of news- 
papers, book publishers, and others, has 
a distinguished Board of Directors, 
headed by Dr. Vannevar Bush. 


The “Photon,” originally invented by 
two French engineers, can be operated 
by any experienced typist. Using a glass 
disc etched with type, an electric type- 
writer with a small number of additional 
keys, and a computing machine to just- 
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ify the written lines, the machine turns 
out a finished page of type on a photo- 
graphic film. The film is used to pro- 
duce a printing plate. A wide variety 
of type styles and sizes are available. If 
a publisher had to maintain inventories 
of the type styles and sizes available to 
the “Photon,” the weight would be in 
excess of 4,000 pounds, and more than 
90 cubic feet of storage space would be 
required, all at a cost of well over $25.- 
000. Yet the glass disc which contains 
the equivalent variety of fonts and sizes 
in the “Photon” machine weighs only 
1% pounds. 


Practical 


Both RCA’s atomic battery and the 
Graphic Arts Research Foundation’s 
composing machine are extreme ex- 
amples of the influence technology can 
have, or promises to have, on certain 
industries. The following example of a 
typical plastic manufacturer’s use of 
science is not spectacular, but is more 
common. The day-to-day application of 
science to the reduction of costs or the 
improvement of products can have as 
profound effects upon an industry or a 
company as less frequent, revolutionary 
developments. 


Durez Plastics and Chemicals, Inc.., 
of North Tonawanda, New York, will 
illustrate the varied technological factors 
which influence the long-term future 
growth of a typical company. Durez is 
a modest-sized chemical manufacturing 
company specializing in the production 
and marketing of phenolic resins. The 
company ranks as one of the foremost 


producers of phenolics in the United 
States, making more than seventy-five 
different phenolic resins. Phenolic resins 
are low in cost and represent a highly 
versatile class of plastics. Phenolics can 
be divided into three categories: indus- 
trial resins, molding compounds, and 
coating resins. Over three-fourths of 
Durez’s total sales are from molding 
compounds. This group of phenolic 
resins is characterized by high profit 
margins, difficulty of fabrication, and 
need for extensive technical services. 
Durez is the only integrated phenolic 
manufacturer placing such major em- 
phasis on molding powder. 


Durez’s 1952 net sales were an esti- 
mated $18,100,000, income from opera- 
tions $5,737,000, and net income after 
taxes $1,681,000. Although both sales 
and net income were below the 1951 
level, Durez had a 9.3% net income 
from sales. Sales for 1953 were an esti- 
mated $24,000,000. This healthy situa- 
tion is based almost entirely on tech- 
nological factors. 


One of the principal reasons for 
Durez’s strength as a producer of phe- 
nolic resins is its good raw material 
position. These raw materials, in which 
Durez is self-sufficient, are phenoi, 
formaldehyde, and fillers, such as wood- 
flour. 


Until Union Carbide completed a 
plant to produce phenol by the Raschig 
process at Marietta, Ohio, in 1952, 
Durez was the only producer using this 
process. The Raschig process was first 
commercialized in Germany under the 
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direction of Dr. W. H. Prahl. who is | 


now associated with Durez as its Re- 





search Director. One major advantage | 


of the Raschig process is that the J 
amount of resulting by-products is min- § 


imized, the only significant part being 
about 6% of dichlorobenzene. Another 


interesting feature of the process is that § 


Durez can expand its phenol production 


without any appreciable increase in | 
capital investment. Modifications of the 


company’s phenol plant are made dur- 
ing the plant’s periodic shut-down for 
reconditioning and cleaning. Durez’s 


research department has continually im- | 


proved the phenol plant, and the com- 
pany is now regarded as one of the 
lowest-cost producers in the entire 
country. 


The second major raw material re- 
quired is formaldehyde. This is pro- 
duced by Durez from methanol supplied 
by various manufacturers in the eastern 
United States. The conversion yields a 
lower-cost product than formaldehyde 
made by the oxidation of natural gas 
in the Southwest. 


The phenolic resins have attractive 
growth prospects. Much of the growth 
will undoubtedly result from further 
applications of the resins in established 
use areas, such as bottle caps and home 
appliances, where phenolics may serve 
a variety of purposes which depend 
upon their low cost, strength, good elec- 
trical properties, and moisture resist- 
ance. Also, recent developments have 
improved the “single-shot” molding of 
large-volume phenolic pieces, such as 
television cabinets. 


New applications which have been 
developed may require substantial vol- 
umes of phenolic plastics. Use of phe- 
nolic resin for shell molding, to bind 
the sand which forms the mold cavity 
in foundry metal casting, is expected to 
take increasing quantities, although this 
development will depend upon consid- 
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erable promotional activity. The amount 
of phenolic resin used for the binding 
of waste wood, such as sawdust and 
wood chips, can be expected to increase 
substantially, although other types of 
resins may also be employed for similar 
purposes. Bonding agents for glass 
fibers also represent a significant outlet 
for phenolic resins; recently Durez an- 
nounced a fiber-glass reinforced phe- 
nolic having extremely slight expansion 
or shrinkage during molding. Research 
work is under way on several new 
applications of resins, one possibility 
being the development of phenolic 
resins lighter in color than the conven- 
tional types. Such a development would 
permit their use in applications which 
depend upon appearance and style as 
well as in those which depend upon 
function. 


Anticipating an increase in demand 
for phenolic molding compounds, Durez 
is constructing a new plant at Kenton, 
Ohio. This plant site was selected be- 
cause it is in the center of Durez’s mid- 
western market. The new plant, expected 
to come into operation sometime this 
summer, will almost double Durez’s 
present production of molding com- 
pounds. In 1952, Durez purchased a 
100-acre plot in Kittanning, Pennsyl- 
vania, and it is believed that this land 
will be the site of a plant that will ulti- 
mately produce raw materials for Ken- 
ton. A secure position in its chosen 
markets and substantial growth seem 
assured through its low-cost material po- 
sition and capable research staff. 


Technology, Management and the 
Investor 


It is important to remember that 
the technological approach does not 
necessarily mean heavy expenditures on 
laboratories or the improvement of a 
chemical process; it is also a way of 
thinking. The management of a com- 
pany must have a certain mental pos- 
ture, a realization that technology in- 
fluences the company’s fortunes as much 
as the tax structure, the labor situation, 
or the stockholders. 


The development of new products and 
lower-cost production is a form of in- 
surance to maintain and expand a com- 
pany’s sales and profits. However, with- 
out good management, alert to the 
opportunities of technology, with con- 
fidence in the research staff, and hav- 
ing the courage to exploit its new de- 
velopments, no company will do justice 
to its investors over the long-term. 
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© Sales established 
a record high of 
$8,098,981 
compared with 
$7,622,249 in 

1952. 


e Earnings were 
$1.05 


a share versus 
$1.07 in 1952. 









MANUFACTURERS OF 


© Dividends were 
increased from 
$.55 a share to 
$.60 a share. 


WALL & 
FLOOR TILE 


AMERICAN = 
ENCAUSTIC TILING Es 
COMPANY, INC. == 





@ Federal and Excess 
Profits Taxes totaled 
$2.10 a share, 
almost 67% of 
earnings. E.P.T. 
alone amounted to 
35 cents a share. 


© Product sales prices 
were raised 5%— 


ae 
the first since 1950— eee 
desjnte the fact that I 9 5 a 
costs of labor and 
materials have 


increased 22% and 
15% respectively. 


@ A new warehouse 
was opened in 

St. Louis to better 
serve the expanding 
needs of the tile trade 
in the lower 
Mississippi Valley 
and the Southwest. 


@ 1954 started with 
a four months’ 


backlog; prospects 

for c te Preipe Report may be obtained # 
capacity prédiistion by writing the Company at @@8% 
this year appear Lansdale, Pennsylvania 


good, 
MaAtcotm A. SCHWEIKER, = 
President ete 


“uguaguEeEReEucesceeeccErReuEEnE 
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Advancing America’s Chemical Frontiers for you! 





You might think this sparkling wonderland of 
lights is something out of a dream and, in a way, 
it is! It is the realization of an Allied research 
process totally new to the American scene. With 
it, Allied Chemical is helping advance America’s 
chemical frontiers . . . for you! 

In fact, this plant could well be any one of the 
more than 30 major new or expanded production 
and research facilities Allied is completing across 
the country. Each is an important addition to 
Allied’s vast productive capacity. Each will sup- 
ply new and better chemicals vital to progress in 
industry and agriculture. 


llied 


hemical 





Barrett Division 


v 


Today, Allied Chemical provides more than 
2,000 essential chemicals used to make the neces- 
sities and comforts of our way of life. 

From Allied’s new plants and laboratories are 
coming many more .. . new synthetic fibers and 
plastics, new fertilizers for food crops, new chem- 
icals from petroleum and natural gas, and many 
others. All are contributing to a finer future for 
America .. . and for you! 


ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York 6, N. Y. 


Sulfuric and Other Commer- 


THE ALLIED 


General Chemical Division National Aniline Division 
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cial Acids, Alums, Phosphates, Dyestuffs and Certified Food 
Sodium and Fluorine Com- Colors, Industrial Intermedi- 
pounds,"'Genetrons,"’ Reagent ates, Synthetic Detergents, 
and Laboratory Chemicals, In- Pharmaceuticals, Nylon-type 
secticides and Fungicides Synthetic Fiber 






Coal Tar Foenicms. eg 

, , . Plastics and Plasticizers, Roof- 

Chemicals Vital to American Progress ing and Building Products, 
Bituminous Road Materials 
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Summary of ANNUAL REPORT 





1953 1952 
Sales and operating revenues.............+-- $545,561,000 $490,183,000 
NS I nn nes veg 4 sa 8446 6b weraewats 254,000 1,974,000 
Interest, dividend and other receipts.......... 5,774,000 ___ 4,382,000 
Total. receipts... .6....0eec% $551,589,000 $496,539,000 
Gross income from operations.............-. $ 83,168,000 $ 74,686,000 
sock ethane acd bb ewew ae woeew's 45,172,000 40,305,000 
Federal income and excess profits taxes........ 387,278,000 40,112,000 
EE hh at Oe ee odes kw e ee 13,064,000 12,409,000 
Wages and salaries .............+eeseeees: 130,575,000 121,654,000 
a) PePereree eee ree eee ee eee 26,571,000 26,569,000 
Per share of common stock— . 
IIE CCA os: ic /ata''s oven Bield= oe ae hes $5.10 $4.55 
ERS es ee er 5.68 5.93 
| Prerrr rere reer rete 3.00 3.00 
Dec. 31, 1953 Dec. 31, 1952 
DORA: Lists é5's oble-b aS kad « amauey $303,225,000 $193,941,000 
DUMEDD, GEOR. occ i caesenecescceure 677,072,000 548,107,000 
Less: reserve for depreciation, etc. ......... 308,376,000 289,387,000 
UN WOE sais ahetite 6 Gi als du eed es dg eee $368,696,000 $258,720,000 
Investments, deferred charges and other assets. 30,639,000 26,418,000 

















iri Ce 4, . ci ing eebe ee nena aes $124,051,000 $ 70,709,000 
Long-term ME SS haha Sid tc a Slee singe a one 200,000,000 50,000,000 
NE Fi 0 ha das bdabwats gilem aed eeGes ke 34,295,000 32,845,000 
Capital stock and surplus.............++246- 344,213,000 325,525,000 
Stockholders at end of year............+.44- 28,600 27,850 

PT PTT eT tee eter TL eee Tee 29,100 27,800 

Operations some of the industries served had been 


Net income for 1953 was $45,171,647, 
a record high for the Company and an 
increase of 12% over the $40,305,400 
for 1952; earnings per share were 
$5.10 in 1953 and $4.55 in 1952. 
Sales in 1953 were 11% above those 
for 1952 and also were the highest on 
record. The increase in sales resulted 
largely from greater volume, due in 
part to the fact that activity in 1952 in 


CHEMICAL FAMILY-——-—— 


Nitrogen Division 


NITROGEN 
a” 


Anhydrous Ammonia, Nitro- 
gen Solutions, Urea, Fertilizer 
Materials, Methanol, Formal- 
dehyde, Ethylene Oxide and 
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Coke and By-Products, Coal, 
Gas Producing Apparatus, 
Wilputte Coke Ovens, Syn- 
thetic Wax and Other Poly- 
Glycol ethylene Products 


curtailed as a result of the prolonged 
steel strike. Greater capacity as the re- 
sult of completion of some of the 
Company’s new facilities also was re- 
sponsible for part of the increase in 
sales. 

Notwithstanding increased charge 
for amortization and substantial charges 
for starting-up expense, gross income 
from operations increased in propor- 


Solvay Process Division 





Alkalies, Chlorine, Calcium 
Chloride, Ammonium and Po- 
tassium Compounds, Alkali 
Cleansers, Chlorinated Hy- 
drocarbons 


tion to sales. The effect of higher inter- 
est charges was more than offset by 
lower taxes and net income increased 
12% over 1952. 


New Financing 


In April 1953 the Company sold 
through a group of underwriters 
$200,000,000 of twenty-five-year 3% % 
debentures due April 1, 1978. A 
$50,000,000 three-year loan from a 
group of banks made in 1952, although 
not due until 1955, was repaid early 
in 1954. 


Construction 


Considerable progress was made on 
the Company’s construction program 
during 1953. Expenditures for fixed 
capital acquisitions in 1953 totaled 
$135,261,078, an increase compared 
with 1952 of $47,617,614. Of the 
amount expended in 1953, about 85% 
was for expansion and new projects. 


Research and Development 


The Company’s emphasis on research 
and development activities in new 
expanding fields, particularly polymers, 
resins, plastics and synthetic fibers, con- 
tinued in 1953 and a number of new 
research facilities were provided and 
research staffs increased. 

Upon completion of additional lab- 
oratories now under construction, all 
the Company’s divisions will have 
modern post-war research facilities. 


Investments and Securities 


At the end of 1953 investment in U. S. 
Government securities amounted to 
$149,752,116, of which $50,000,000 
was used in January 1954to retire bank 
loans. At the end of the year, items in 
the marketable securities account had 
a book value of $20,424,293 and a 
quoted market value of $50,979,834. 


ANNUAL REPORT 
WILL BE SENT 
ON REQUEST 





The Annual Meeting of Stockholders will be 
held at 61 Broadway, New York City, Mon- 
day, April 26, 1954 at 1 p.m. (Daylight Saving 
Time). All stockholders are cordially invited 
to attend. 
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Whither the Trust if Trends Continue? 


O Years of Fiduciary laxation 


HE BRIGHTEST PART OF THE PAST 


fifty years of federal fiduciary tax- 
ation is the beginning. Fifty years ago 
there were no federal taxes on trusts 
and estates. The Supreme Court had 
held that the 1894 income tax was un- 
constitutional, and Pollock v. Farmers 
Loan & Trust Co.' appeared to effec- 
tively block a federal income tax. Con- 
gress enacted a federal inheritance tax 
in connection with the Spanish Amer- 
ican War, which was held constitutional 
in Knowlton v. Moore.* The tax was, 
however, repealed in 1902, and the 
first federal estate tax was still a com- 
fortable distance in the future. Gift 
taxes had not been invented. In 1904, 
incredible as it seems to the modern 
lawyer and trustman, trusts were 
planned with a view to the wishes of 
the settlor and the welfare of the bene- 
1157 U.S. 429, 158 U.S. 601 (1895). In the Pol- 
lock case, the Supreme Court did not deny the 
power of Congress to tax income. The Court said 
that as applied to income from property the tax 
was a direct tax which was unconstitutional be- 
cause it was not apportioned. This meant that as 
a practical matter Congress could not impose an 
income tax, since it would either have to tax 


earned but not unearned income, or impose an 
apportioned tax. 


2178 U.S. 41 (1900). 








The author, professor of law at Duke Uni- 
versity since 1934, has written numerous 
articles on taxation and other legal topics. 
A graduate of Harvard Law School, he is a 
member of the New York, North Carolina 
and District of Columbia Bars. 
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ficiaries without any thought for the 
tax collector. 


Actually, there have not been fifty 
years of federal fiduciary taxation. Fed- 
eral taxation of trusts and estates be- 
gins with the modern federal tax system, 
which dates from the ratification of the 
Sixteenth Amendment and the adoption 
of the first federal income tax under 
that amendment in 1913. Fortunately, 
the taxation of decedent estates has not 
proved particularly troublesome. A 
man must die to achieve a decedent 
estate. This has been an effective deter- 
rent to the use of such estates as a 
medium for minimizing taxes. Conse- 
quently, the taxation of estates has 
escaped the complications which attend 
an attempt to prevent tax avoidance. 


However, the trust has been in con- 
tinuous conflict with the federal income, 
estate and gift taxes ever since their 
inception, and its tax difficulties have 
multiplied steadily. The history of fed- 
eral fiduciary taxation is largely the 
story of the search to find a satisfactory 
solution for taxing trusts under these 
three taxes. 


FEDERAL INCOME TAX 


‘The income tax developments in con- 
nection with trusts represent a_pro- 
gressive effort on the part of Congress, 
the courts and the Treasury to prevent 
avoidance of the tax by means of a 
trust, which can be considered conveni- 
ently under three categories: (1) Rules 
designed to tax the income of a trust 
to the creator of the trust; (2) Rules 
designed to prevent the taxable income 
of a trust from being shifted from the 
beneficiary to the trustee of the trust; 
and (3) Rules designed to prevent the 
use of a trust as an entity to create arti- 
ficial tax losses and deductions. 


(a) Taxation of Income of Trust 
to Settlor 


Normally, the income from -a trust 
is taxed to the trustee or the beneficiary 


8Int. Rev. Code, §§ 161-164. 


of the trust.* The recognition of the 
trust as a taxable entity distinct from 
the creator of the trust has encouraged 
taxpayers to try to minimize their in- 
come taxes by diverting taxable income 
to a trust. Taxpayers were quick to 
grasp the tax planning corollary of a 
progressive income tax, which is, that 
substantial tax savings are possible if 
a large income taxable in a _ high 
bracket can be split up into smaller 
incomes taxable in lower brackets. 


The simplest way to achieve such a 
division is to give away income pro- 
ducing property. But, this has the prac- 
tical disadvantage that it entails the 
sacrifice of the income which is given 
away in order to save the tax on the 
income. Consequently, since the incep- 
tion of the income tax an unending 
search has gone forward for some way 
in which a man can divorce himself 
from his income for tax purposes with- 
out surrendering the substantial enjoy- 
ment of the income. Since the trust is 
the most flexible method known to the 
law for disposing of property, it has 
naturally been the basis of many such 
schemes, 


Egged on by the Treasury, Congress 
and the courts have striven constantly 
to circumvent trusts designed to divert 
taxable income from the settlor of the 
trust by taxing the income from the 
trust to the settlor. Only if the settlor 
of a trust completely severs any con- 
nection, either legal or economic, with 
the trust, has he any hope of avoiding 
a tax upon the income from the trust. 
The history of the law in this regard 
represents a continuous and largely suc- 
cessful effort to tax the income from a 
trust to the settlor, first of all where 
the relation between the settlor and the 
trust is fairly obvious, and then when 
it is increasingly obscure and tenuous. 


It is no easy task to pare down pages 
of complex legal history into a few 
paragraphs. However, within the con- 
siderable margin of error implicit in 
any such undertaking, the progress of 
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taxing the income from a trust to the 
settlor runs something like this. 


(1) Revocable trusts 


The most obvious way to divert tax- 
able income to a trust without actually 
surrendering control over the income 
is to transfer income producing prop- 
erty to a trust which the transferor re- 
tains power to revoke. In 1924,* Con- 
gress countered this device, which had 
been increasing in popularity, by pro- 
viding expressly that the income from 
a revocable trust should be taxed to 
the creator of the trust. In Corliss v. 
Bowers® the Supreme Court upheld the 
constitutionality of the tax. Mr. Justice 
Holmes, in a frequently quoted response 
to the taxpayer’s argument that the tax 
was unconstitutional because it taxed 
A’s income to B, declared that income 
from a revocable trust really was the 
income of the creator of the trust, be- 
cause “taxation is not so much con- 
cerned with the refinements of title as it 
is with actual command over the prop- 
erty taxed — the actual benefit for 
which the tax is paid.””® 


Holmes’ dictum had such an impact 
on the mind of a lower federal court 
that it later held that the income from 
a revocable trust was taxable to the 
settlor as his income even in the absence 
of a statute expressly taxing such in- 
come to the settlor.* Unfortunately, the 
pontifical pronouncement of lofty gen- 
eralities seldom settles the decision of 
concrete cases. Although it is estab- 
lished that the income from a revocable 
trust is taxable to the creator of the 
trust, there is still considerable uncer- 
tainty about when a trust is revocable 
for income tax purposes,* which creates 


*§ 219(g¢), 1924 Act. The parallel provision un-’ 


der the Code is section 166. 
5281 U.S. 376 (1930). 


*Ibid at 378. 


ae v. Comm., 44 F. (2d) 919 (5th Cir., 
30). 


SUnder section 166 of the Code, a trust is re- 
vocable for the purposes of the income tax if it 
can be revoked without the concurrence of any 
Person possessing a substantial adverse interest in 
the trust. There is considerable uncertainty as to 
when an interest is adverse and when it is sub- 
stantial; and, for that matter, as to what powers 
(such as a power to borrow from the trust with- 
out security) are the tax equivalents of a power 
to revoke. Moreover, the statute says that the 
power to revoke must be “vested” in the grantor, 
either alone or in conjunction with a person lack- 
ing a substantial adverse interest in the trust, or 
im such a person alone. It has been held that a 
bower to revoke which is contingent upon the 
granto: surviving another, or upon the grantor’s 
Serious illness is not “vested” so as to attract a 
tax under section 166. Comm. v. Betts, 123 F. (2d) 
534 (7th Cir., 1941); Comm. v. O’Keefe, 118 F. 
(2d) 629 (1st Cir., 1941); Corning v. Comm., 104 
F. (2d) 329 (6th Cir., 1939). The Regulations, 
Owever, take a contrary position. Regs. 118, § 
39.166-1 (b) (iii). 
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a constant hazard for the trust drafts- 
man. 


(2) Funded insurance trusts 


At the same time at which Congress 
amended the income tax law to tax the 
income from a revocable trust to the 
settlor of the trust, it provided for the 
taxation of the income from a funded 
insurance trust to the creator of the 
trust.? Before the 1924 Act a wealthy 
man would insure his life and irrevoc- 
ably assign the policy to a trustee for 
his intended beneficiaries. He would 
also transfer property to the trustee 
with directions to use the income from 
the property to pay the premiums on 
the insurance. At the death of the in- 
sured the trustee would collect the in- 
surance and hold the proceeds along 
with the property used to fund the trust. 


The tax advantages of this plan were 
that the income used to pay the pre- 
miums on the insurance (which the 
settlor could not deduct because this 
represented a personal expense) was 
removed from the seitlor’s income 
where it was taxed in a high bracket 
and taxed to the trustee in a low 
bracket. Moreover, at one time the 
settlor could escape an estate tax upon 
the insurance irrevocably assigned to 
the trust!® and upon the property used 
to fund the trust." 


Under the 1924 Act Congress struck 
at this type of tax avoidance by pro- 
viding that the income from funded in- 
surance irusts should be taxed to the 
settlor of the trust.‘ In Burnet v. 


°§ 219(h), 1924 Act. The parallel provision un- 
der the Code is section 167(a) (3). 


1loUnder the present provisions of the estate tax, 
insurance is taxable to the estate of the insured 
to the extent that he paid premiums for the insur- 
ance “directly or indirectly,’”’ even though he part- 
ed irrevocably with all ownership in the insurance 
during his life and it is payable to beneficiaries 
other than his estate. Int. Rev. Code, § 811(g) (2) 
(A). Moreover, the Regulations provide that pre- 
miums paid from the income of a funded insurance 
trust are deemed to have been paid indirectly by 
the insured who created the trust. Regs. 105, § 
81.27(a). 


11Possibly the property used to fund the trust 
may be taxed to the estate of the insured under 
section 811(c) (1) (B) of the Code upon the theory 
that the grantor retained the benefit of the income 
from the trust during his life, since it was used to 
pay premiums on his life insurance, although a 
contrary conclusion was reached in First National 
Bank of Birmingham v. Comm., 36 B.T.A. 651 
(1937). There would appear to be little doubt, 
however, that the trust property would be taxable 
to the estate of the insured under section 811(c) 
(3), if the trust was created after October 7, 
1949, upon the theory that the beneficiary’s pos- 
session or enjoyment of the property was depen- 
dent upon his surviving the insured. 


12It should be noted that section 167(a) (3) only 
taxes the income from a funded insurance trust 
to the settlor of the trust where the settlor is the 
insured. Substantial tax savings may still be 
achieved by funded insurance trusts created by 
one other than the insured, such as the so-called 
“grandfather’s trust” by which a grandfather in- 
sures a son’s life for the benefit of his grandchil- 
dren. See, Bowe, “Income Tax Treatment of Life 
Insurance Proceeds’ (1951) pp. 45, 46. 


INCOME 








Wells,'* the Supreme Court held that 
this provision was constitutional. Bur- 
net v. Wells is a significant decision, 
since the Court held that income from 
a trust could be taxed to the settlor 
of the trust who had severed all legal 
connection with the trust, because of a 
practical benefit which he derived from 
the trust. 


(3) Income for settlor 


In the 1924 Act'* Congress also 
enacted the last explicit statutory rule 
by which income from a trust is tax- 
able to the settlor of the trust, by pro- 
viding that any income from a trust 
which may be distributed to or held, 
or accumulated, for future distribution 
to the grantor of the trust, in the dis- 
cretion of the grantor, or of any person 
lacking a substantial adverse interest in 
the trust, is taxable to the grantor of 
the trust. This vague language is an- 
other sword hanging over the head of 
the draftsman who is seeking to divert 
income from the settlor to the trust.?® 


(4) Obligation trusts 


The courts not only gave a generous 
construction to the explicit provisions 
of the statute taxing income from a 
trust to the settlor of the trust, but, 
without any explicit statutory sanction, 
and in one instance in the very teeth 
of contrary Congressional intention, they 
uncovered some additional situations 
where the income from a trust is tax- 
able to the settlor. 


In Old Colony Trust Co. v. Comm.,'® 


13289 U.S. 670 (1933) 


148 219(h), 1924 Act. The parallel provision un- 
der the Code is section 167(a) (1) (2). 


Under § 167(a)(1)(2) the mere possibility 
that income may be diverted to the grantor justi- 
fies taxing the income from the trust to the gran- 
tor. Thus, although it has been held that a power 
in the grantor to revoke a trust if he survives 
another, or becomes seriously ill, does not justify 
taxing the income from the trust to the grantor 
under section 166 (supra, note 8), under section 
167 accumulated income which may be distributed 
to the grantor, if he survives another (Altmaier v. 
Comm., 116 F. (2d) 162 (6th Cir., 1941)), or if 
he needs it for his support (Helvering v. Evans, 
126 F. (2d) 270 (3d Cir., 1940); Wenger v. Comm., 
127 F. (2d) 528 (6th Cir., 1942)) is taxable to the 
grantor. Cf. however, Baker v. Comm., 43 B.T.A. 
1029 (1941). 


16279 U.S. 716 (1929). 
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the Supreme Court held that where an 
employer paid an employee’s income 
tax, the tax paid by the employer con- 
stituted additional income to the em- 
ployee because it discharged his legal 
obligation. This doctrine was later ex- 
tended to tax the income from a trust, 
which was used to discharge the legal 
obligation of the settlor of the trust, to 
the settlor.'7 When the Court held, how- 
ever, that income from a trust, which 
a man created for a dependent, was 
~ Douglas v. Willcuts, 296 U.S. 1 (1935); Helver- 
ing v. Stokes, 296 U.S. 551 (1935); Helvering v. 


Schweitzer, 296 U.S. 551 (1935); Helvering v. 
Blumenthal, 296 U.S. 552 (1935). 
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GENERAL 
TRUST SERVICE 


BECAUSE Chicago Title and Trust Company '°... 
(1) offers every trust service you may require, °° 
and (2) provides sound management super- 
vision for any kind of business held in trust. 
Experience: over 65 years in trust administra- 
tion—more than a century of furnishing real 
estate title evidence and protection. ' 
Chicago Title and Trust Company your choice _°,",", 
for trust service, personal or corporate, on all 
Illinois matters. 


taxable to the settlor of the trust, if the 
trustee had discretion to use the income 
for the dependent’s support, even though 
it was not actually used for this pur- 
pose,!® Congress stepped in to limit the 
tax upon the settlor to income actually 
so used.!® Moreover, after the Court 
had held that income from an alimony 


trust was taxable to the spouse creating 


18Helvering v. Stuart, 317 U.S. 154 (1942). 


19Int. Rev. Code, § 167(c). This limitation, how- 
ever, only applies to a trust for the support of a 
dependent. The income from a trust which the 
trustee may in his discretion use to discharge some 
other legal obligation of the settlor of the trust is 
taxable to the settlor, even though it is not actually 
used for this purpose. 
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the trust as long as he had a continuing 
obligation to support the beneficiary of 
the trust,2° Congress ended the obvious 
inequity of this rule, as well as the 
ensuing confusion as to when an ali- 
mony trust discharged the obligation to 
pay alimony, by providing that income 
from an alimony trust should be taxed 
to the beneficiary of the trust.” 


(5) Clifford doctrine 


The taxation of the income from a 
trust to discharge a legal obligation of 
the settlor of the trust to the settlor had, 
at least, a basis in fairly familiar legal 
conceptions of income, even though 
it lacked explicit statutory sanction. In 
Helvering v. Clifford,** however, the 
Supreme Court taxed the income from 














a trust to the settlor of the trust in a 7 


situation where there was not only a |) 


total absence of statutory authorization 
for the tax, but Congress had pretty 
clearly evidenced an intention that the 
income from the trust should not be 
taxed to the settlor. 


So much ink has been spilled over 
Helvering v. Clifford that it is not ne- 
cessary to go into it fully here. The 
background of the case** was that after 
Congress explicitly taxed the income 
from revocable trusts to the settlor of 
the trust, taxpayers started to create 
irrevocable short-term trusts under 
which they retained a reversionary in- 
terest in order to divert income to the 
trust without relinquishing control over 
the trust property. After an unsuccess- 
ful appeal to Congress to amend the 
definition of a revocable trust to tax 
the income from such trusts to the 
settlor of the trust, the Treasury carried 
a case to the Supreme Court in which 
it contended that the income from such 
a trust was taxable to the settlor of the 
trust as a revocable trust under the 
existing statutory definition. The Court 
in view of its legislative antecedents 
rejected this contention and held that 
the income from the trust was not tax- 
able to the settlor, because the trust was 
irrevocable.** 


2eDouglas v. Willcuts, supra note 17. In Helver- 
ing v. Fuller, 310 U.S. 69 (1940), 
that the income from the trust was not taxable to 
the settlor if under the local law the creation of 
the trust discharged his obligation to support the 
beneficiary of the trust. 


21Int. Rev. Code, § 171. 
22309 U.S. 331 (1940). 


This is set forth in Mr. Justice Roberts’ dis- 
senting opinion in Helvering v. Clifford, ibid. at 
338, which begins with the pertinent and wholly 
accurate observation that “The decision of the 
court disregards the fundamental principle that 
legislation is not the function of the judiciary but 
of Congress.” Id. 


*Helvering v. Wood, 309 U.S. 344 (1940). 


the Court held [7 
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At the same time at which it took 
this case to the Supreme Court, how- 
ever, the Government carried another 
case to the Court in which it contended 
that the income from a short-term trust 
was taxable to the settlor of the trust 
under Section 22(a) of the Code. In 
Helvering v. Clifford, the Court sus- 
tained this contention. Section 22(a) 
has nothing to do apparently with the 
taxation of trusts, which are covered 
by later and explicit sections. Nor, for 
that matter, does it say anything about 
the person to whom income is taxable. 
Section 22(a) is merely a vague and 
indefinite definition of taxable income. 
However, the Court held that the in- 
come from the trust was taxable to the 
grantor under Section 22(a) because 
he was the substantial owner of the 
trust property. 


In other words, in the face of the 
known legislative history of the sections 
specifically taxing trusts, which showed 
a definite Congressional intention not 
to tax the income from a short-term 
trust to the creator of the trust, the 
Court did what the Treasury had been 
unable to persuade Congress to do, by 
invoking a section of the statute which 
obviously had no bearing upon the 
point in controversy. 


Without entering into the dubious 
merits of Helvering v. Clifford, it should 
be noted that the subsequent history of 
the decision has been no less remarkable 
than the decision itself. Helvering v. 
Clifford has been extended by the lower 
federal courts beyond short-term trusts 
to tax the income from a trust to the 
settlor of the trust who retained no 
reversionary interest in the trust.”° It 
has even been applied to tax the income 
from a trust to one other than the 
grantor, who was regarded as the sub- 
stantial owner of the trust property.7® 


Under the guise of clearing up the 
confusion created by the Clifford case, 
the Treasury has rewritten the statute 
in a fashion which goes far beyond 
anything foreshadowed by the Clifford 
case itself.27 In Helvering v. Clifford, 
the Supreme Court noted a number of 
facts and held that the cumulative effect 
of all of these facts showed that the 
settlor of the trust retained substantial 
ownership of the trust property. Under 


—__—___.., 


=Comm. v. Buck, 120 F. 


(2d) 775 (2d Cir., 
1941), 


*Mallinkrodt v. Nunan, 146 F. (2d) 1 (8th Cir., 
1945); Comm. v. Newman, 159 F. (2d) 848 (2d 
Cir., 1947). See Regs. 118, § 39.22(a)-22. 


*T.D. 5488, 1946-1 Cum. Bull. 19, as amended 
by T.D. 5567, 1947-2 Cum. Bull. 9. 
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the “Clifford Regulations,”** the Treas- 
ury has in effect made each fact noted 
in the Clifford case a sufficient basis for 


- invoking the doctrine of that case and 


taxing the income to the settlor. 


(b) Taxation of Income of Trust 
to Beneficiary 


Generally speaking, the income of a 
trust which the trustee is directed, or 
elects, to accumulate is taxed to the 
trustee, while income currently distrib- 
uted, or distributable, to the beneficiary 
is taxed to the beneficiary.2® Moreover, 


81d. Regs. 118, § 39.22(a)-21. 
Supra, note 3. 





the world. 


income which has once been taxed to 
the trustee is not taxed again to the 
beneficiary when it is distributed to him. 
Taxpayers took advantage of these rules 
to create trustsesunder which the trustee 
was required to accumulate the trust in- 
come during the taxable year and dis- 
tribute it to the beneficiary shortly 
after the end of the taxable year, in 
order to shift the tax on the income 
from the beneficiary to the trustee.*? 
The 1942 Act*! put a stop to this prac- 


30Comm. v. Dean, 102 F. (2d) 699 (10th Cir., 
1939). 
S1Int. Rev. Code, § 162(d)(2)(3), added by § 


111(c), 1942 Act. and § 162(d) (4), added by § 
133(a), 1943 Act. 
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tise by certain complex presumptions by 
which income accumulated by a trustee 
in one year and distributed to the bene- 
ficiary in the next year is treated as in- 
come currently distributed to the bene- 
ficiary and taxed to the beneficiary. 


The 1942 Act** also put an end to 
another type of tax avoidance by which 
income properly taxable to the benefi- 
ciary was shifted to the trustee, which 
had been made possible by certain Su- 
preme Court decisions. At one time the 
Supreme Court held that although the 
income from a trust which was cur- 
rently distributable to a beneficiary was 
taxable to the beneficiary, if the bene- 
ficiary was given an annuity from the 
trust which was charged against princi- 
pal as well as income, this represented 
a gift or bequest of an annuity to the 
beneficiary and was not taxable as in- 
come in his hands.** The practical effect 
of these decisions was that income from 
a trust could be made taxable to the 
beneficiary of a trust or to the trustee 
of the trust merely by using the approp- 
riate form of words in creating the 
trust. To end this practice, Congress 
provided that any current distributions 
to the beneficiary of a trust should be 
taxed to the beneficiary as income from 
the trust to the extent of the trust’s 
distributable income, regardless of the 
actual source of the distributions. 


(c) Use of Trust as Independent 
Entity to Create Losses and 
Deductions 


Taxpayers have sought to create arti- 
ficial tax losses and deductions by trans- 
actions with controlled entities. For ex- 
ample, a man might sell property to a 


corporation which he controlled in 


order to realize a tax loss upon the sale 
without actually parting with the prop- 
erty. The use of the trust for this pur- 
pose is precluded by Section 24(b) of 
the Code, which provides that no loss 
shall be recognized upon a sale or ex- 
change between a grantor and a trustee 
of a trust; between trustees of two trusts 
which have a common grantor; and be- 
tween the trustee and the beneficiary of 
a trust. 


In recent years wealthy taxpayers 
have created charitable foundations in 
order to divert taxable income to such 
organizations and to get deductions for 
the property used to fund them. Either 
a trust or a corporation may be em- 


ployed for this purpose. If, however, 


Int. Rev. Code, § 162(d)(1), added by § 111 
(ce), 1942 Act. 


Burnet v. Whitehouse, 283 U.S. 148 (1931); 
Helvering v. Pardee, 290 U.S. 365 (1933). 
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the foundation does not actually func- 
tion as a charity, but simply serves as a 
scheme for saving taxes for the creator 
of the foundation, the statute denies any 
deduction for gifts to the foundation, 
not only under the income tax, but 
under the estate and gift taxes as well.** 
Moreover, if the foundation is a trust, 
the trust loses its unlimited deduction 
for contributions to charity.** 


FEDERAL ESTATE TAX 


The development of the taxation of 
trusts under the estate tax has paralleled 
that under the income tax. There has 
been an unceasing search for some 
method by which a taxpayer could give 
away his property during his life to 
escape the estate tax without actually 
surrendering substantial control of the 
property until his death. Ordinarily, the 
best way to give away property and 
still keep “strings” upon it is by means 





—from Banking 


“Oh, I can appreciate the problem. It’s 
just that I’ve never before tried to set up a 
reserve for depreciation of one’s wife.” 


of a trust. Trusts have, therefore, been 
at the bottom of most such attempts. 


As early as the first federal estate 
tax in 1916, Congress recognized that 
the tax was vulnerable to lifetime gifts. 
Consequently it sought to surround the 
primary tax upon transfers by will and 
intestacy with a protective periphery of 
taxes upon inter vivos transfers which 
had some of the substantial advantages 
of a will and which might be resorted 
to in lieu of a will to escape the tax. 
As time went on and the increasing in- 
genuity of taxpayers opened up new 


Int. Rev. Code, §§ 162(g)(2)(E) and 3813(e). 


Int. Rev. Code, § 162(g)(2)(A). See also § 
162(g) (1). 


6A typical illustration of the progressive devel- 
opment of the estate tax as applied to inter vivos 
transfers and trusts is the tax upon transfers tak- 
ing effect at death, which beginning as a single 
phrase in a sentence in the 1916 Act (§ 202(b)), 
which also taxed transfers in contemplation of 
death, has evolved into the complex provisions of 
the Code taxing transfers with a reservation of a 
life interest (§ 811(c)(1)), transfers dependent 
upon survivorship (§ 811(c) (2)(3)) and revoc- 
able transfers. (§ 811(d)). 


loopholes in the tax, Congress closed 
these gaps until today practically any 
inter vivos transfer under which the 
transferor retains any control over, or 
benefit from, the transferred property 
is subject to the estate tax.*® The pro- 
visions in the estate tax for taxing inter 
vivos transfers are not, of course, limited 
to transfers in trust. However, as a prac- 
tical matter most of the transfers which 
come into collision with the tax take 
the form of a trust. 


Some idea of the scope of the pres- 
ent provisions taxing inter vivos trusts 
under the estate tax may be gathered 
from the fact that in recent years the 
statute has gone beyond the original 
objective of taxing inter vivos transfers 
in contemplation of death and transfers 
under which the transferor retains some 
interest in the transferred property until 
his death, to include transfers where 
the transferor completely and irrevoc- 
ably severs all connection with the trans- 
ferred property during his life. 


Thus, for example. under the 1949 
Technical Changes Act,®7 a_ transfer 
under which the transferor completely 
divests himself of all interest in the 
transferred property during his life is 
taxable to his estate, if the possession 
or enjoyment of the transferee is de- 
pendent upon his surviving the trans- 
feror. This provision would hit a trust 
where A irrevocably conveys property 
to T in trust to accumulate the income 
from the trust property during A’s life 
and at A’s death to distribute the prin- 
cipal and income to B. 


It would also appear possible that 
this section may strike other trusts 
which are not so obviously within its 
tenor and have hitherto been deemed 
immune from the estate tax. For ex- 
ample, if A transfers property to T in 
trust for C, and gives T power to re- 
voke the trust, it has been held that the 
trust cannot be taxed to A’s estate as a 
revocable trust under Section 811(d), 
because A retained no power to recall 
the trust property.** It would appear, 
however, that the trust might be taxed 
under Section 811(c)(3) upon the 
theory that the possession or enjoyment 
of the beneficiary of the trust is de- 
pendent upon his surviving the grantor 
and the possibility that the trustee may 
revoke the trust in the grantor’s favor. 


FEDERAL GIFT TAX 


The federal gift tax, which completes 
the trilogy, is intended to supplement the 


Int. Rev. Code, § 811(c) (8). 
*8Kneeland v. Comm., 34 B.T.A. 816 (1936). 
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income and estate taxes by discouraging 
people from giving away their property 
during their lives to avoid income and 
estate taxes. The problems which have 
arisen in connection with trusts under 
the gift tax are principally concerned 
with determining when the creation of 
an inter vivos trust constitutes a taxable 
gift. The Supreme Court has laid down 
the proposition that there is no taxable 
gift until there is a complete transfer.*® 
Thus, for example, the creation of a 
trust which can be revoked by the 
settlor of the trust is not taxable as a 
gift until the power to revoke is released 
and the transfer becomes complete and 
irrevocable.*° 


The practical difficulties with this con- 
ception lie in determining when a trust 
is complete for gift tax purposes. There 
are three obvious tests: (1) Since the 
gift tax is intended to supplement the 
income tax, the test of a complete trans- 
fer under the gift tax might be whether 
there is a complete transfer under the 
income tax, so that the income from the 
transferred property is no longer tax- 
able to the transferor. 


*Burnet v. Guggenheim, 288 U.S. 280 (1933). 


‘old, The same thng is true of a trust which the 
grantor cannot revoke, but which he retains power 
to alter or amend. Estate of Sandford v. Comm., 
308 U.S. 39 (1939). 


(2) Since the gift tax is intended to 
supplement the estate tax, the test of a 
complete transfer under the gift tax 
might be whether there is a complete 
transfer under the estate tax, so that 
the transferred property is no longer 
taxable to the estate of the transferor. 
(3) The third possibility is that the 
completeness of a gift might be judged 
by property conceptions or some set of 
criteria independent of the income and 
estate taxes. 


It is impossible to construe the gift 
tax consistently with both the income 
and estate taxes, because those taxes 
have different tests for a complete trans- 
fer. For example, under the income tax 
a trust which cannot be revoked with- 
out the consent of a person possessing 
a substantial adverse interest in the 
trust is an irrevocable trust,*! while such 
a trust is incomplete and _ revocable 
under the estate tax.** Obviously, there 
is no way in which such a trust may be 
treated as complete or incomplete under 
the gift tax and the result harmonized 
with both the estate and income taxes. 
Consequently, there has been a tendency 
to recognize frankly the lack of any 


4“1Int. Rev. Code, § 166. 


42Int. Rev. Code, § 811(d). Helvering v. City 
Bank Farmers Trust Co., 296 U.S. 85 (1935). 





correlation between the three taxes and 
to develop independent criteria for the 
completeness of a transfer in trust under 
the gift tax, along with a slight bias 
in favor of following the estate tax 
rather than the income tax. The net 
result, however, has been considerable 
confusion as to when the creation of a 
trust constitutes a taxable gift.** 


The trust has also had other minor 
points of conflict with the gift tax. For 
example, there is still a perplexing prob- 
lem as to whether or not any trust for 
a minor child will give the child a 
present interest which qualifies for the 
annual gift tax exclusion.** 


Whither? 


The trust presents a real challenge to 
the federal income, estate and gift taxes 
because it is so frequently resorted to to 
circumvent those taxes. The combined 
efforts of Congress, the courts and the 
Treasury to prevent the use of the trust 
as a medium for tax avoidance has led 
to an exceedingly complicated pattern 


48Compare Estate of Sandford v. Comm., supra 
note 40, with Smith v. Shaughnessy, 318 U.S. 176 
(1943). 


44Compare Kieckhefer v. Comm., 189 F. (2d) 118 
(7th Cir., 1951) and Stifel v. Comm., 17 T.C. 647 
(1951), aff’d. 197 F. (2d) 107 (2d Cir., 1952). See 
Fleming, “Gifts for the Benefit of Minors,” 49 
Mich L. Rev. 529 (1951). 
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for the taxation of trusts. Without in 
any way deprecating the good inten- 
tions of those who have sought to pre- 
vent the trust from being used for tax 
avoidance, certain conclusions seem 
indisputable. 


The prophylactic provisions for tax- 
ing trusts have ramified to such an ex- 
tent and are in many instances so con- 
fused and uncertain that even the most 
innocent trust free from all taint of tax 
avoidance may become enmeshed in 
their toils. The trust, particularly the 
inter vivos trust, is in danger of becom- 
ing a tax trap. There is an interesting 
parallel between the modern trust and 
the medieval use, the ancient progenitor 
of the trust. The use achieved popularity 
as a device for avoiding the burden- 
some incidents of feudal tenure, the 
medieval prototype of the modern tax. 
The use succeeded so brilliantly in cir- 
cumventing the incidents of feudal ten- 
ure that it was one of the major causes 
contributing to the downfall of the feu- 
dal system. 


The trust has been nowhere nearly as 
successful, however, in avoiding mod- 
ern taxes as the use was in getting 
around the burdens of feudal tenure. If 
matters continue in the direction in 
which they are presently trending, in- 
stead of trusts defeating the federal in- 
come, estate and gift taxes, it seems 
more likely that these taxes will impose 
so many restrictions upon the creation 
of inter vivos trusts that they will lose 
a considerable part of their value as a 
flexible and socially desirable method 
of conserving and disposing of property. 


Pending Changes 


As far as future developments are 
concerned, there appears to be no im- 
mediate prospect of any new or radically 
different system for taxing trusts and 
estates. Nor is it likely that Congress 


and the courts will jettison the safe- 
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guards with which they have surrounded 
the taxation of trusts in order to pre- 
vent tax avoidance. There are, however, 
some hopeful indications that the sever- 
ities of the taxation of trusts may 
be relaxed to the extent consistent with 
the proper protection of the federal fisc 
and a genuine effort made to clarify 
some of the present confusion, so that 
when a man creates a trust he will have 
some notion of the tax consequences of 
his action. 

In this connection the proposals re- 
lating to the taxation of trusts and 
estates which have already gained the 
approbation of the House Ways and 
Means Committee in its deliberations on 
the pending tax bill are significant. The 
proposed amendments include, for ex- 
ample, legislative revision of the Clifford 
Regulations, which reduces the term for 
which a trust may be created, without 
subjecting the settlor to a tax on the in- 
come, from ten to five years, and also 
relaxes some of the other provisions of 
the Regulations for taxing the income 
on the basis of substantial ownership 
by the settlor. 

Another proposed amendment is a 
new definition of the distributable in- 
come of a trust, which will replace the 
65 day presumptions, and will, it is 
hoped, offer a simple formula for de- 
termining when trust income is taxable 
to the trustee and when to the benefici- 
ary, as well as eliminate the possibility 
of taxing the same income to both. 


Among the proposed gift tax amend- 
ments, which will be particularly wel- 
come to those who have wrestled with 
the problem, is a provision which will 
permit a gift in trust to a minor child 
to qualify for the annual exclusion 
under the gift tax. 


In connection with the estate tax, the 
Committee proposes to abandon the 
definition of a transfer taking effect at 
death, which was introduced by the 
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1949 Technical Changes Act, under 
which a transfer was taxed to the trans- 
feror’s estate if the transferee’s posses- 
sion or enjoyment of the transferred 
property was dependent upon his sur- 
viving the transferor, even though the 
transferor completely divested himself 
of any interest in the property during 
his life. Under the proposed definition, 
a transfer will not be taxed to the trans- 
feror’s estate unless he retained a rever- 
sionary interest in the transferred prop- 
erty worth at least 5 per cent of the 
property. This represents a return to the 
original idea of limiting taxation to 
transfers where the transferor retained 
some interest in the transferred property 
until his death. It should also eliminate 
a considerable area of uncertainty as to 
just what transfers are taxable under the 
present definition of transfers taking 
effect at death. 


Other minor changes which reflect 
the more benevolent attitude of Con- 
gress toward the taxation of trusts and 
estates are the proposal to increase the 
income tax exemption for trusts from 
$100 to $300, and to liberalize the de- 
duction under the income tax for the 
estate tax paid on income included in 
the decedent’s estate. 


Although the taxation of trusts and 
estates presents complex problems which 
defy simple solutions, there is no reason 
to abandon the search for better solu- 
tions than those which have been 
achieved in the past. It is true that the 
trust lends itself to tax avoidance. It is 
no less true, however, that it serves a 
socially useful function which merits 
considerate attention. It is time to recog- 
nize the virtues as well as the vices of 
the trust and to make an earnest effort 
to reduce the tax impediments to the 
creation of trusts to the bare minimum 
necessary to prevent tax avoidance. 
There are hopeful signs of the beginning 
of a movement in this direction. 
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Planning by the Family for the Family 


EARL S. MacNEILL 


Vice President, Irving Trust Company, New York 


HE FIRST SUGGESTION OF A TITLE 

for this story was “Is Your Will 
Heir-Conditioned?” Second thought 
produced the switch. The title is prob- 
ably as meaningful one way as the 
other; and let it quickly be said: there 
is meaning to it. There appears to be 
plenty, the more one ponders. 


Thought goes to the typical way of 
planning an estate and writing a will. 
The trust reader will have participated 
in approximately the following proced- 
ure many times: John Property, one of 
your banking customers, has yielded to 
the persuasions of your promotional lit- 
erature and comes in to discuss his will. 
You figure taxes under alternative dis- 
positions, hinging usually on the marital 
deduction. The pattern which pays the 
least in taxes appeals to what might be 
called John’s sporting instincts; he has 
played the game of business the same 
way. There are rules and one observes 
them to the letter; what is saved in 
taxes, like what is made in profits, is 
the “score”; to get a high score gives 
satisfaction. 


The pattern is familiar: there’s a 
marital deduction (power of appoint- 
ment) trust for the widow and a resi- 
duary trust for the widow with remain- 
der continued in trust for the children 
until they die, when the principal ulti- 
mately will be distributed, a la cliché, 
to their issue per stirpes. The suggestion 
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of a tax-free power of appointment has 
been made but tossed aside — “Their 
wives [or husbands] might get it!” 


Next step in the customary process is 
to submit the program to John Prop- 
erty’s lawyer for review, and, if he ap- 
proves, for its incorporation into the 
draft of a will. The draft is reviewed 
by customer and trustman; some editing 
is done by the lawyer and some of the 
more technical passages are explained. 
An appointment is made for the signing. 
Comes the great day and the ritual of 
“Do you declare this to be. . . .? “Do 
you request the witnesses. . . .?” and 
so on is duly performed; the will is 
executed and solemnly laid to rest in 
the lawyer’s safe or the bank’s vault. 


But Where is the Family? 


“What is wrong with this?” you may 
say. This is wrong: where is the family? 


It is traditional, and perhaps it ful- 
fills some instinct, for the head of a 
family to keep his will-planning to him- 
self. There are, of course, the eccentrics 
who play with heirs as cats play with 
mice or as children might amuse them- 
selves with, “Money, money, who gets 
the money?” Yet quite apart from those 
who gain sadistic pleasure from watch- 
ing the writhings of anxious next-of-kin, 
it is still the natural impulse, it would 
seem, to play the testamentary cards 
close to the chest. 


There can be unfortunate conse- 
quences to such a policy. The case comes 
to mind of an old-school gentleman who 
quietly had accumulated a fortune of 
nearly half a million dollars; his assets 
consisted largely of a wholly-owned 
manufacturing business at which he 
daily reported for work. His wife was 
vaguely aware that he had an interest 
in it but thought he was some sort of 
salaried official. This impression was 
heightened by the fact that every week 
he paid her a modest amount “for the 
house” as if it were the proceeds of his 
salary check. One night, coming home 
from work, he pushed the doorbell; 
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From “Alice in Trustland,” brochure pub- 
lished in 1946 by former Continental Bank 
& Trust Co. of New York. 


when his wife opened the door he 
toppled in, dead. 


His will gave everything outright to 
the wife; he had thought of a trust but 
didn’t want to “hurt her feelings.” Dis- 
closure of her husband’s wealth was 
nearly as much of a shock to the widow 
as the nature of his death. She was an 
oldish, honest, decent woman but the 
sudden access of responsibility — for 
the business — and power and money 
did strange things to her. She nearly 
wrecked the business — finally sold in 
desperation at a knock-down price. For- 
tunately, enough was left to keep her 
from want, but not from wanting. 


The strong probability is that she 
could have had and kept all she might 
reasonably want if she had been made 
a partner in the acquisition of the family 
fortune and the planning for its disposi- 
tion. Tactful instruction could have in- 
formed her of the nature and advantages 
of trusts; she might have been brought 
to the point even of asking that a trust 
arrangement be made for her long-range 
protection. 


Autocrat of the Estate Table 


Obviously, the old gentleman who has 
borne the ignominy of this moral tale 
regarded his wife — up to a point — 
as a financial moron; though after that 
point — his death — he must have 
expected her to be a financial genius. 
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Many men particularly those who look 
upon themselves as “old school,” still 
take dim immediate views of wives. 
What they forget is that a new school 
of women has grown up; and many of 
them are smarter about money than the 
men are. 


The same goes for children. Our 
John Property, for instance, apparently 
looked upon his children as no better 
than financial adolescents. One of his 
sons may well have been a School of 
Business graduate; another a successful 
management engineer; the daughter (we 
are inventing a family quickly) a buyer 
for a department store, a rising young 
star in the field of merchandising. Yet 
for tax reasons he has committed the 
taxable residuary of his estate to trusts 
for their lives. Maybe the tax reasons 
were important enough to warrant the 
economic straitjacket — but perhaps 
the children were the ones to decide? 


What resentments could have been 
averted, what grumblings of, “You'd 
think Father would have let us decide 
what was best for our children?” — or, 
there being no children, “Mary has been 
a fine wife — but she can never have 
any part of it. Why should my nephews 
and nieces get all that money?” And the 
averting could have been accomplished 
if the planning had been by the family, 
not merely its head. If, in the light of 
family discussion, tax considerations 
still had appeared to be of dominant 
importance, the solution of the tax-free 
power of appointment might have been 
adopted. Or the husband and father 
might have discovered unexpected re- 
sources of financial acumen in_ his 
family plus such reserves of common 
sense as to persuade him to forego tax 
advantages for the greater advantages 
of flexibility and character-development. 


Profit Must be Mutual 


We in trust business have done much 
to foster the kind of thinking here com- 
plained of. A salesman of trust business 
naturally wants to make a sale — that 
is the game he plays; and his score is 
the volume figure at the end of the year. 
He has learned to keep sales “simple” 
— to sell one thing at a time, if he can, 
and one person at a time. The more 
people he has to sell on a given plan the 
harder his task becomes. New view- 
points and opinions clash and confuse. 
Interjecting a variety of ideas multiplies 
the confusion. With intentions most 
honorable, the trust salesman suffers 
an instinctive compulsion to limit his 
target. It’s a bulls-eye he seeks, not a 
pattern of scattershot. 
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Should we be salesmen in the popular 
sense of the word? We are suppliers of 
service, and logically (since we believe 
in our service) we are desirous that as 
many people use our service as possible. 
Such a result is also helpful from the 
standpoint of defraying our salaries. But 
our service — in the estate planning 
department — is advice. The advice 
should be given, not with a view to the 
end result in terms of our own profit 
but with the good of the customer and 
the customer’s family ever foremost in 
mind. This isn’t an unselfish procedure, 
either, for in the long run we will bene- 
fit also, both corporately and as indi- 
viduals. 


One Man’s Family — or One Man? 


All of the foregoing is preliminary to 
the suggestion that in our estate plan- 
ning operations we should seek to em- 
brace the entire family wherever feas- 
ible. If our antennae of perception catch 
signals that the customer is a confirmed 
go-it-aloner, then we won’t waste time 
or energy with futile gestures. But in 
the average case, the introduction of 
our concept that estate planning should 
be a family community project is neither 
difficult nor offensive. “How about Mrs. 
Property?” we may casually ask. “Does 
she know what you plan to do and does 
she go along with it? If she doesn’t 
understand, or fails to approve, then the 
whole thing may very well go on the 
rocks. A case, to paraphrase, of ‘Gov- 
ernment without the consent of the 
governed, ...’” 


Sometimes the social approach ap- 


peals; it’s an easy-going, friendly 
approach: “You have become acquainted 
with us, by now. Mrs. Property eventu- 
ally will have to deal with us; it would 
be easier, don’t you think, if you would 
make us acquainted at this very begin- 
ning stage, so that dread of the ultimate 
meeting will disappear? Besides, she 
will better understand how we have 
planned together for her good — and 
the children’s. . . .” Having lunchroom 
facilities, we frequently make the 
luncheon table, in our own quarters, the 
scene and setting for Family Council 
meetings. 


Allies Against Inertia 


There will be times when extension 
of the selling effort to include the wife 
obtains for us a needed ally. Instead of 
the diffusion we might have feared 
comes a new concentration: trustman 
and the prospect’s wife concentrating on 
the prospect. Inertia is the greatest 
single hurdle we encounter, probably, 
in that obstacle-chase which is the 
course of trust solicitation. Nothing 
better than a brisk and determined 
woman to sweep away the barricades 
to action! 


A case has become legend in our 
office of a prospect who was balkier 
than most. Time and again he'd be 
brought up to the line, only to shy off. 
Suspecting a latent fear of offending 
the Good Woman, we arranged for a 
joint meeting. 

When the hundreds of thousands of 
savings (in this case) available by pre- 
cise use of the marital deduction be- 


— A New Service for Estate Planners — 
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ESTATE PLANNER’S 
LETTER 
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came known to the Mrs., she became a 
vigorous apostle of immediate action. 
We had gone out to lunch, that day, 
and when we came out of the restaurant 
the street was teeming with taxis. Cross- 
ing, she clutched him, darting eagle eyes 
in all directions. “Taking no chances, 
Sammy, until you get that will signed!” 
‘And she sounded like she meant it. 


Light on Their Future 


Not merely the wife but adult chil- 
dren come within the area of discussion 
—and there was one case where an 
elderly lady brought in her twelve-year 
old nephew for a course of indoctrina- 
tion. We discoursed learnedly with the 
little tyke on the state of the economy, 
having sensed a challenge in his open- 
ing question, “What do you think of 
General Motors — at this market?” 
Often there is a mature son or daughter 
whom the prospect plans to name as 
co-executor and co-trustee. Certainly 
that one is as much entitled to know 
the terms of his proposed employment 
as we are. And if the role is to be that 
of beneficiary only, then the rights, 
limitations, advantages and disadvan- 
tages of the relationship should be dis- 
cussed and understood. 

One might wonder why preaching of 


this sort should be necessary at all, the 
desirability of the recommended course 
being so obvious. But often it is not 
an easy thing to do. Incredible tensions 
exist in families. There are things that 
by common consent aren’t talked about 
because mention of them would spark 
an explosion. But beneath some of these 
tensions may there not be the lurking 
dark fears of insecurity? There’s noth- 
ing so good for allaying fear as the sun- 
light of understanding. A family that 
knows its future will be secure — knows 
how and why and to what extent — has 
reason to be a happy family.! 


A A A 


Estate Planning Council 
Formed in Mississippi — 
Other Elections 


Organization of the Estate Planning 
Council of Mississippi, first in the state, 
was completed on February 11th. Noel 
L. Mills, trust officer of Deposit Guar- 
anty Bank and Trust Co. of Jackson, 
was elected president; W. C. Hester, 
C.L.U. with Pan-American Life Insur- 
ance Co., was named vice president; 
and Warren V. Ludlam, of the law firm 
of Watkins, Edwards & Ludlam, secre- 


tary-treasurer. 





DETROIT EDISON 





Looks Ahead! 


Our Annual Report to Stockholders for 1953 
covers an eventful year in the Company’s_ || 
. a year highlighted by planning 
and building to keep well ahead of steadily 
increasing electric power use in South- / 


history . 


eastern Michigan. 


In 1953, we started up two turbine-gen- / 
erators at our new St. Clair Power Plant, / 
adding 300,000 kw of power supply and 
broke ground for our sixth major / 
power plant, River Rouge, where the 
world’s largest steam turbine-gener- 


ators will be installed. 


We also completed two international 
transmission lines to Canada for in- 
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terchange of electric power with 
Ontario Hydro; we moved forward 
with atomic energy research to 
be ready for the time when 
this great new power re- 
source can be utilized by 
the electric industry. 








TO LEARN MORE, send for 
this report. Write our Treas- 
urer, 2000 Second Avenue, 
Detroit 26, Michigan. 


THE DETROIT EDISON COMPANY 


68TH YEAR OF ELECTRIC SERVICE IN 


THE DETROIT AREA 





It is expected that the Council will 
have approximately 100 members from 
the four professions — law, accounting, 
insurance and trust — by the time of 
the first meeting at the end of March. 


It has been learned that the Seattle 
Life Insurance and Trust Council has 
changed its name to Estate Planning 
Council. This group sponsors an estate 
planning course at University of Wash- 
ington, with more applicants than can 
be accommodated. 

The Cleveland and Milwaukee Life 
Insurance and Trust Councils elected 
new officers at meetings held last month, 
as follows: 


Cleveland 


Pres.: A. W. Marten, 
Cleveland Trust Co. 

Vice Pres.: George H. Plante, John 
Hancock Mutual Life Ins. Co. 

Sec.: Bruce Whidden, vice president, 
Central National Bank. 


Russell G. Fox, Arthur Ander- 


trust officer, 


Treas. : 
sen Co. 


Milwaukee 


Pres.: J. C. Moser, vice president & 
trust officer, Marshall & Ilsley Bank. 


Vice Pres.: W. C. Hewitt, Northwest- 


ern Mutual Life Insurance Co. 


Sec.-Treas.: James Ward Rector, vice 
president, First Wisconsin Trust Co. 


aaa 


Origins of Executors 


“A small group of Mikado Kosho’s sub- 
jects, 457 B.C., formed an association to 
conduct the business of managing and 
settling the estates of rich Samurai. The 
three leaders of the group were rounded 
up and beheaded — the claim of celestial 
justice being that such group responsi- 
bility could not have a conscience and 
therefore was unfit. 


“In the Saxon period the maker of a 
will appointed a Guardian. One old Saxon 
will ends ‘.. . and be Bishop Alfric (and 
two others named) Guardians of this 
testament .. .’ Executors were expressly 
named in the wills of King John and the 
Earl of Pembroke which were executed 
in 1219. 


“Before the Twelve Tables of Roman 
Law the oldest of all wills were those 
made before the General Assembly of 
the people . . . held twice a year for this 
purpose ... simply a verbal declaration 
before the whole assembled community of 
citizens as witnesses. The verbal will 
then became a legal testament and was 
executed by the Pontiffs on the death of 
the testator.” 


C. B. Roycs, in March 1926 Trust Companies 


TRUSTS AND ESTATES 


LA on AER ah WE Ae a ND ae TD TP a 


wi Ses Se 


ee 








P 
8 
c 
v 
0 
n 


—_—— 


will 
rom 
Hing, 
B of 


attle 
has 
ning 
state 
ash- 
can 


Life 
cted 
nth, 


icer, 
ohn 


lent, 


der- 


rest- 


vice 


sub. 
1 to 
and 
The 
ded 
tial 
nsi- 
and 


fa 
xon 
and 
this 
ssly 
the 
ited 


nan 
ose 

of 
his 
‘ion 
r of 
will 
vas 
of 


nies 


TES 








¢ 





LS pi ROC 2 ed Sata pee bil 


voile 


Who Owns America? 





Iowa-born, So. Da- 
kotaraised, Mr. 
Funston was gradu- 
ated from Trinity 
College and (1934) 
cum laude from the 
Harvard Graduate 
School of Business 
having worked his 
way through both. 

He started his busi- 
with American Radiator and 





ness career 
Standard Sanitary. On leave from Sylvania 
Electric, the author served as Special Assist- 
ant to Chairman Nelson of the War Pro- 
duction Board (1941-44) and then became 
President of Trinity College at 33. He has 
been president of the Exchange since 1951. 





— IS BEING PUT TO STRANGE 
uses these days. Along with the ex- 
ploration of such productive fields as 
electronics, plastics, antibiotics, or petro- 
chemicals, we have with us the advanced 
science of translating The Big Lie into 


The Only Truth. 


The Soviets have carried their 
achievements in this area to a high 
degree — and perhaps nowhere more 


effectively than in the field of political 
economics. This particular branch of 
science has been aptly labeled as Soviet 
“Propa-Nomics — the mongrel off- 
spring of misleading propaganda and 
fraudulent economics.” 


Soviet semantics, for instance, defines 
aN aggressor as anyone or any nation 
opposing Soviet imperialism. A reaction- 
ary is anyone who isn’t a communist. A 
monopoly means any successful enter- 
prise. 


Ruling circles? That term refers to 
anyone with a job in Washington, who 
ever worked for a bank, a stock ex- 
change firm, an investment house or a 
listed corporation. Commercial and 
investment banking affiliations count 
double. 


And the capitalist — he’s commonly 
pictured as a top-hatted, bloated, arro- 
gant figure, leering happily while he 
crushes under foot a poor little fellow 
variously labelled as The Workingman 
or The Consumer. That is the Propa- 
nomic picture. 


Today’s capitalist is actually a com- 
posite picture, including everyone who 
has deposited or invested his savings, 
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KEITH FUNSTON 
President, New York Stock Exchange 


bought insurance, or created a trust 
fund. Some of the people who own 
America today have annual incomes of 
$25,000 a year or more — but there are 
far more shareowners who earn between 
$5,000 and $10,000 a year and even 
more who earn less than $5,000. 


Democratizing Capital 


The democratization of capital is 
largely a twentieth century phenomenon. 
In America’s early days, the link be- 
tween the individual and productive 
property was close and direct, with few 
corporations and ownership generally 
under sole proprietorship or partnership. 


The industrial revolution and the 
Civil War, plus the evolution of the 
corporation, created a demand for capi- 
tal far beyond the ability of nineteenth 
century savers to supply, hence capital 
was provided largely by men of great 
wealih here and abroad, and even by 
foreign governments. There was some 
public participation but ownership and 
control of our industrial plant was con- 
centrated largely in the hands of a rela- 
tively small group of men in 1900. 


United States Steel Corporation, for 
instance, has around 280,000 stockhold- 
ers today. When formed as our first 
billion-dollar enterprise in 1901, the 
owners numbered less than one-twenti- 
eth of today’s figure. 


NEW YORK STOCK EXCHANGE IN SESSION 


In 1900 American Telephone & Tele- 
graph Company had 7,536 owners — 
today they number nearly 1,300,000. 


The first World War effected a pro- 
found change in this country’s capital 
position when Europe liquidated huge 
amounts of American securities. At the 
same time American corporations were 
finding it increasingly advantageous to 
satisfy part of their capital needs by 
going directly to the public. In the 
past three decades or so, however, the 
trend toward democratizing capital 
really started to roll, and the most im- 
portant factor has been the massing of 
capital from millions under the control 
of institutional investors. 


Institutional and Individual 
Holdings 


Today we have an estimated 90,000,- 
000 owners of life insurance policies, 
excluding government insurance. Some 
53,000,000 people have savings accounts. 
Between 10,000,000 and 11,000,000 
Americans are covered by private pen- 
sion plans. We have 8,500,000 share 
owners in private and public corpora- 
tions — more than 6,500,000 of whom 
own stock in publicly owned corpora- 
tions, 


In all, roughly 90 per cent of all 
families in our country, representing 





It takes hundreds of brokers to provide the facilities of a market-place where millions 
of investors can buy or sell the ownership of America’s leading corporations. 
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122,000,000 individuals, have some 
form of savings or investment. The 
people who derive a beneficial interest 
from these savings must include virtu- 
ally the entire population. 


Indirect public ownership of industry 
has already been accomplished on a vast 
scale through the equity investments of 
institutions. For instance, the dollar 
value of institutional holdings of New 
York Stock Exchange listed stocks at 
the end of 1953 was about $40 billion, 
or more than one-third of the total 
market value of all listed stocks at the 
year end. Institutional investments in 
equities obviously have expanded to the 
point where they are perhaps the most 
important single influence on the Ex- 
change’s marketplace. This growth, of 
course, has imposed new and grave re- 
sponsibilities on the Exchange itself. 


I don’t mean to imply that capitalism 
now is a sort of economic utopia and 
that we can just sit back and watch the 
benefits roll in. But what we do have 
is a business system which makes it 
possible for every worker, whether he’s 
a corporation executive or a telephone 
lineman, to have a direct ownership 
stake in that system. 


Direct Ownership Important 


Nevertheless, I am concerned because, 
in my opinion, more Americans could 
and should enjoy an ownership rela- 
tionship — rather than a creditor rela- 
tionship — with our business system. 


Direct ownership of the means of pro- 
duction in the United States — in effect, 
public ownership of industry — I be- 
lieve is one of the powerful social and 
economic forces of our times. Capital- 
ism today is as democratic as our politi- 
cal structure and it is precisely that fact 
which has enabled us as a nation to 
achieve a strength and prosperity un- 
paralleled in world history. 





Some few years ago the Stock Ex- 
change requested the Brookings Institu- 
tion to take a national census of share- 
owners, the first ever attempted on a 
large scale. The results of that survey 
were something of a surprise. Estimates 
of the shareowning population had run 
as high as 20,000,000 — Brookings told 
us that some 6,500,000 persons owned 
shares in publicly owned corporations. 
The Survey did confirm our belief that 
the share-owning population was a cross- 
section of all kinds of people. in every 
income bracket, in all parts of the 
country — but it also opened our eyes 
to the fact that a tremendous job had 
to be accomplished, the job of telling 
people everywhere about the risks and 
advantages of share ownership, the im- 
portance of the investment process to 
them as individuals and to the nation 
as a whole. 


We have undertaken that job enthusi- 
astically and I am convinced we are 
making progress with the cooperation 
of scores of companies listed on the 
Exchange, whose managements are as 
aware as we are of the importance of 
the task. 


Two major barriers to broader public 
ownership of industry lie in the Federal 
tax domain — the capital gains tax and 
the double taxation of dividends. Both 
taxes are, in essence, penalties on in- 
vestment. 


An analysis of dividend income in the 
1953 annual report of United States 
Steel Corporation illustrated with un- 
usual force the injustice of double taxa- 
tion of dividends. 


“Over recent years,” the report said, 
“taxation has come to be concentrated 
where it could most threaten the opera- 
tion of these cooperative undertakings. 
Thus no one questions that 100% taxa- 
tion of the potential dividend dollar 
would destroy all incentive for stock. 
holders to supply savings to expand 
existing or start new enterprises. Yet the 
facts show — if U. S. Steel and its 
stockholders can be considered repre- 
sentative — that the incentive by 1953 
was two-thirds destroyed by taxation.” 


Just a few months ago member firms 
of the Stock Exchange inaugurated a 
new plan for the purchase of listed 
stocks on a pay-as-you-go basis. The 
Monthly Investment Plan, as it is popu- 
larly known, has made it possible, for 
the first time, to buy listed securities 
without first acquiring enough capital 
for a large investment; it takes only 
$40 a month, or even $40 every three 
months, to acquire shares of your choos- 
ing in American industry. Public re- 
sponse to the Plan during the few 
months in which it has been in opera- 
tion has convinced us that we are on 
the right track. Our eventual goal is the 
creation of a nation of share owners. 


TRACERS CO. of AMERICA 
513 MADISON AV. NY. 22 NY. 
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We deal in dollars, here at the 
Harris Bank, but we deal with 
people. And we never lose sight 
of this fundamental difference: 

Dollars are all alike, but 
people aren’t. 

People are different, but we 
believe they have one thing in 
common. They appreciate and 
respond to the warmth of per- 
sonal attention to their needs. 

That’s the kind of attention 
you'll find here—whether yours 


HARRIS Trust 


is a big corporation (we work 
with many of the largest com- 
panies in America)...or a 
smaller enterprise just begin- 
ning to sprout. 

Whether you are a widow 
who wants to be sure your fi- 
nancial affairs are in capable 
and thoughtful hands...ora 
young man with an idea who 
needs financial advice. 

Whether you are seeking the 
best investment service for your 









Dollars are all alike but people arent 


firm’s pension plan or profit- 
sharing trust... or enjoy read- 
ing your own savings account 
book. 


This philosophy is reflected in 
every aspect of our business. 
When the facilities of our Trust, 
Banking and Investment Depart- 
ments can be helpful to you here 
in Chicago, we hope you will 
call upon us. 


and Savings BANK 


115 W. MONROE STREET, CHICAGO 90 


Member Federal Reserve System ... Member Federal Deposit Insurance Corporation 





Organized as N. W. Harris & Co., 1882—Incorporated 1907 
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65 Years of Trust Service 


DIRECTORS 


HULBERT S. ALDRICH 


President 


MALCOLM P. ALDRICH 
President 
The Commonwealth Fund 


GRAHAM H. ANTHONY 
Chairman of the Board 
Colt’s Manufacturing Company 


ARTHUR A. BALLANTINE 
Root, Ballantine, Harlan, 
Bushby & Palmer 


STEPHEN C. CLARK 
The Clark Estates, Inc. 


WILLIAM F. CUTLER 
Director 
American Brake Shoe Company 


RALPH S. DAMON 
President 
Trans World Airlines, Inc. 


FRANCIS B. DAVIS, Jr. 
New York 


KEMPTON DUNN 
President 
American Brake Shoe Company 


WILLIAM HALE HARKNESS 
New York 


HORACE HAVEMEYER, Jr. 


President 


The National Sugar Refining Co. 


B. BREWSTER JENNINGS 
President 
Socony-Vacuum Oil Co., Inc. 


ADRIAN M. MASSIE 


Chairman of the Board 


CHARLES J. NOURSE 
Winthrop, Stimson, Putnam 
& Roberts 


RICHARD K. PAYNTER, Jr. 
Executive Vice President 
New York Life 


Insurance Company 


ROBERT C. REAM 
Chairman of the Board 
American Re-Insurance Co. 


WALTER N. STILLMAN 
Stillman, Maynard & Co. 


VANDERBILT WEBB 
Patterson, Belknap & Webb 
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INHERITANCE AND PROPERTY RIGHTS 


SOCIAL, ECONOMIC, LEGAL AND RELIGIOUS BASES 


MAX RHEINSTEIN 


Max Pam Professor of Comparative Law, University of Chicago Law School 


Recipient of the degree Dr. iur. utr. (Doc- 
tor of both laws — civil and canon) from 
the University of Munich, the writer was 
admitted to practice there in 1926. A re- 
search member of Kaiser Wilhelm Insti- 
tute of Foreign and International Private 
Law, 1926-1933, he came to the University 
of Chicago in 1935. Professor Rheinstein is 
the author of “Cases and Materials on the 
Law of Decedent’s Estates” (1947), “The 
Sociology of Law of Max Weber” (1954) 
and numerous articles in legal periodicals. 








OR FIFTY YEARS TRUSTS AND ESTATES 

has presented the property lawyers 
and trustees of this country with up-to- 
date information about current devel- 
opments. In this first issue of its second 
half-century the editors invite their 
readers to contemplate for a moment the 
institution of property itself. 


Wherever there is society there is 
property, i.e. some kind of accepted 
arrangement by which determined re- 
lationships are recognized to exist be- 
tween specific individuals, or groups of 
individuals, and specific parts of the 
existing stock of economic goods, such 
as parcels of land, chattels, or useful 
ideas. Without the general acceptance of 
such a scheme, society could not exist. 
Possession would depend upon the ever 
shifting basis of comparative physical 
strength, and the invitation to resort to 
violence would be ever present. 


The founders of our nation well knew 
that no peaceful settlement of the virgin 
Territories Northwest of The River Ohio 
would be possible without a clearly de- 
fined system of property rights and some 
machinery for their protection. What 
laws the Territory was to have were left 
to be determined “by the governor and 
judges, or a majority of them.” But how 
Property rights in lands and chattels 


_ Were to be acquired, to be transferred 


TATES | 


Inter vivos, and to devolve upon death, 
testate or intestate, was spelled out in the 
very Ordinance of 1787 by which the 
Northwest Territory was established. 
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Modern Order 


In “primitive” society, the social 
order, including its often complicated 
property system, has been maintained 
by the mere force of habit, combined 
with the fear of the disapproval of the 
fellow tribesmen, of the magical forces 
or the gods, and that sense of right and 
wrong by which man’s activities have 
been influenced since the dawn of con- 
science. Modern society requires that 
property be not only a social but also 
a legal institution. The violation of the 
property order must be discouraged by 
the threat of legal action by courts and 
their enforcement officers; and the in- 
creasingly complex relationships which 
have developed require the clear cut 
definition and authoritative determina- 
tion which only the law and its ex- 
ponents can provide. 


But even in modern society, property 
has not ceased basically to be a social 
institution which changes in the slow 
ways of the mores and folkways, and 
which cannot be manipulated on a large 
scale by changing the law unless its 
enforcement machinery is used with the 
ruthlessness of Communist or Fascist 
rulers. A survey of the main trends of 
change in the property system thus has 
to be a survey of those great changes 
in the ways of living, thinking and 
feeling through which Western society 
has passed, which have of necessity been 
reflected in the law, and have occasion- 
ally, in one detail or another, been in 


their turn influenced by changes in the 
sphere of the legal rules and institutions. 


Stages of Transition 


Perhaps the most far reaching process 
that has taken place in Western man- 
kind and its property system has been 
the transition from patient acceptance 
of a social order regarded as divinely 
ordained and inaccessible to transforma- 
tion by man, to the activist and ven- 
turesome faith that man can change the 
world through the application of his 
reason and improve it so that he may 
ultimately achieve “the good society.” 
It has basically been that faith which 
has brought about the transformation in 
the property system from the fixed and 
stable order of the age of feudalism, the 
manorial system, ecclesiastical charity, 
and guild traditionalism — through the 
age of unrestricted free use of, and 
traffic in, property, of the free market 
and free competition — into our present 
epoch of skeptic contemplation of in- 
dustrial concentration and monopoly, of 
socialist experimentation, of fascist and 
corporative-falangist reglementation, of 
Soviet communism, but also of renewed 
confidence in freedom of property acqui- 
sition, use and management as the basis 
of a society of free men. 


In Europe the great changes of the 
commercial, agricultural and industrial 
revolutions began in Italy, whence they 
spread, accompanied by political up- 
heavals, to England and thence to France 
and Central Europe, at long last to reach 
Russia in the 19th century. Everywhere 
they spelled the end of those restrictions 
which had up to then impeded the free 
use and alienation of property. In Eng- 
land the compulsion to conform to the 
traditional pattern of the “three field 
system” was removed, incumbrances 
standing in the way of intensive culti- 
vation, such as perpetual rights of way, 
profits and rent charges, were abolished 
or made innocuous, restraints on aliena- 
tion were broken; even life tenants were 
empowered to substitute money funds 
for lands to be sold or mortgaged. 
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The dome of St. Peter’s in Rome, with Castel Sant’ Angelo in foreground, exponent and 


symbol of private property rights. 


Thus free marketability was achieved 
not only for the products of the soil but 
also for the land itself, in conformity 
with the proposition of the classical 
economists that through free competition 
every parcel of land would automatical- 
ly find its way into the hands of the 
most efficient husbandman. The corre- 
sponding freedom of commercial and 
industrial activity was achieved through 
the opening of free access to the trades 
and crafts and the abolition of price 
taxes, marketing monopolies and other 
restrictions which prevented the free use 
of capital and skill. 


Origins of American System 


Old-style restrictions had to be abol- 
ished in America, too. Restrictions on 
the utilization and transferability of 
land were less cumbersome here than in 
Europe. Manor-like holdings had been 
established not only by the French in 
Quebec and the Dutch in the Hudson 
River region, but also by charters of 
English provenience. More significant, 
however, were those restrictions upon 
the use of industrial and commercial 
property and skill which England had 
imposed upon her colonies as a part of 
her mercantilistic policy of empire. Their 
existence was one of the principal 
causes of the American Revolution, in 
the course of which they were swept 
away, just as its aftermath brought to 
an end those price and wage taxes and 
monopolies which had become parts of 
the internal life of the erstwhile colonies. 


At an earlier time and in a more 
radical way, the United States thus be- 
came the country of full private owner- 
ship of all assets of property, of the 
most complete freedom of their use and 
alienation, and, consequently, of free 
competition in a free market. Only one 
asset, more extensive and more. valuable 
than any held by any European govern- 
ment, was held in public ownership, viz. 
the soil of the vast territories west of 
the Alleghenies. It was characteristic of 
the spirit of America that it was never 
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seriously considered to settle and culti- 
vate these lands as publicly owned state 
farms, but that their orderly transfer 
into free private ownership and manage- 
ment was from the outset regarded as 
the very purpose of their temporary pub- 
lic ownership. 


Private Fortunes and Foundations 


In the era of free capitalistic enter- 
prise, private ownership of property and 
free competition, the most conspicuous 
event in the sphere of property was the 
rise of the great private fortunes and, 
through them, toward the end of the 
“era of the moguls,” the emergence of 
the great foundations. The latter, as 
large owners of wealth and channelizers 
of charitable, scientific and educational 
effort, have become influential factors in 
the social system of 20th century 
America. 


The one development which was to 
have the most far-reaching effects, how- 
ever, was the rise of the modern busi- 
ness corporation and the concentration 
movement concomitant with it. Ex- 
pressed in the terminology of the proper- 
ty system, this development meant that 
ownership of a large proportion of the 
nation’s tangible means of industrial 
production was shifted from single in- 
dividuals and small partnership com- 
binations to juristic persons of vast size 
and power. It meant, also, that the 
property holdings of individuals were 
transformed from interests in tangible 
assets into incorporeal rights held as 
stockholder, bondholder. policyholder, 


depositor or other creditor. 


For the first time in history the im- 
portance of ownership in personal prop- 
erty thus came to preponderate over that 
in real estate, although it must not be 
overlooked that individual ownership of 
real estate is no means insignificant. 


“Bigness” and its Attributes 


The accumulation of a large part of 
the physical means of production in the 





hands of the big corporation has resulted 
in other important developments within 
the property structure of the great indus- 
trial nations. The average stockholder 
has been increasingly excluded from par- 
ticipation in the conduct of the affairs 
of the corporation, which has come to 
be concentrated in the hands of man- 
agement. Sociological observers have 


already spoken of the emergence of the © 


new class of the “managers” who, with- 
out necessarily owning extensive prop- 
erty of their own, are through their 
special skills on the way to obtaining 


positions of decisive power in society, © 


Concomitant with these developments 
has been the increasing concentration of 
corporate business through the absorp- 
tion of smaller corporations, and the 
tendency of the larger either, as in 
Europe, to unite in monopolistic cartels, 
or, as in the United States, to merge 
in corporate units of gigantic size. While 
in Europe this trend has, at least until 
recently, been regarded as_ inevitable, 
in the United States it has been sought 
to be stemmed through the anti-trust 
laws. Whether it has been because of 
these laws that the American economy 
has been kept remarkably free from true 
monopoly, it is difficult to say. It is a 
fact, however, that in 1937 only 11 per 
cent of the national income originated 
in monopolistic industries, while 63.8 
per cent originated in workably com- 
petitive industries and 25.2 per cent in 
government and governmentally super- 
vised industries.’ 


Seeds of Criticism 


Wherever the property system charac- 
acteristic of free capitalistic enterprise 
has come to prevail, it has resulted in an 
unprecedented increase of society’s sup- 
ply of material goods. The distribution 
of this new wealth has been so unequal. 
however, that it has provoked envy and 
unrest. As it was also accompanied by a 
vast increase in population, large masses 
of people found themselves in a position 
of poverty, which was or seemed. al 
least in comparison with the growing 
wealth of others, to be worse than that 
of the pre-capitalistic age. 


Tensions were increased by many in- 
stances of the use of labor which ap- 
peared to the sufferers as immoral ex- 
ploitation, and by the economic _inse- 
curity of the laboring classes who con- 
stantly found themselves threatened by 
unemployment due to the vagaries of 
the business cycle or to the whim of the 





1G. W. Natter, The Extent of Enterprise Mon- 
opoly in the United States (1951) 43. The percen- 
toges stated do not scem to have significantly 
changed since. 
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boss. In Europe similar feelings of dis- 
comfort and malaise were engendered 
among those middle-class groups of 
peasants, craftsmen, and the old leisure 
class whose social positions had been 
secure in the static property system of 
the pre-capitalistic age. To many, the 
spirit which survival or success seemed 
to require in the property system of the 
competitive capitalistic society came to 
appear repugnant on ethical or religious 
grounds. 

“In a community regulated solely 
by supply and demand, those persons 
who are fortunate enough to become 
rich are, in general, the industrious, 
the determined, the niggardly, the 
active, the strong, the sly, the unim- 
aginative, the unsympathetic and the 
uneducated. Those who remain poor 
are the entirely foolish, the entirely 
wise, the idle, the reckless, the hum- 
ble, the thoughtful, the dull, the im- 
aginative, the sensitive, the well-in- 
formed, the improvident, the irregu- 
larly and impulsively wicked, the 
clumsy knave, the open thief, and the 
entirely merciful, just and godly 
person.” 


These bitter words of John Ruskin in 
1860 characteristically express the spirit 
in which the system of free economy 
and property was viewed by many a 
sensitive Christian soul. 


Criticism and opposition thus came 
from many quarters. The unionist labor 
movement arose to obtain for the work- 
ers a major share in the industrial 
product and greater economic security. 
Only in the United States, however, have 
the labor unions refrained from attack- 
ing the capitalist system as such and 
from allying themselves with that move- 
ment of socialism which has been seek- 
ing, along Marxist, syndicalist, Social- 
Democrat, or other lines, to substitute 
an entirely new system of property. 


Private Rights in Russia 


In its most radical form Marxian 
Socialism has come to prevail in the 
Soviet Union. There has not disap- 
peared in it, however, the institution of 
property or even of private property. 
The latter, it is true, is no longer pos- 
sible in the means of production. The 
soil, machines, railroad rolling stock, 
vessels, raw materials, etc., cannot be 
owned by individuals. Yet title has not 
been indiscriminately vested in the state 
but in a vast number of governmental 
and other public units, each charged 
by the state with a certain economic 
task. Each is a juristic person which 
may enter upon contractual relation- 
ships with other so-called trusts, govern- 


mental units, or individual workers and 
customers, but which in its activities 
is subject to the over-all economic plan. 
Its managers are responsible, admin- 
istratively, criminally and civilly, for the 
performance of the task assigned to the 
trust in the plan, especially the fulfill- 
ment of its production quota. Title to 
agricultural land, livestock and imple- 
ments also is vested not in the state as 
such but in individual large scale “agri- 
cultural factory” units or, for the major 
part, in compulsory peasants co-opera- 
tives, the so-called kolchosi. 


Goods for immediate use and con- 
sumption are owned privately by the 
individual Soviet citizen, who, insofar as 
he does not obtain housing and other 
perquisites from the unit for which he 
works, receives his wages in money and 
can accumulate savings through the pur- 
chase of government bonds or by open- 
ing an interest bearing savings account 
with the state bank. He can dispose of 
his assets inter vivos, provided he does 
not do so for the purpose of achieving a 
profit, and can pass them on upon death 
in accordance with his last will or the 
intestacy rules of the Civil Code. The 
universal nature of the basic categories 
of the law of property is strikingly il- 
lustrated by these features. (Continued) 
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Other Isms 


Milder forms of socialism have oc- 
curred in Australia, New Zealand, the 
Scandinavian countries and the United 
Kingdom. They have not changed the 
general structure of the property system 
as such, but have sought to compel the 
“social use of property” by directing the 
modes in which it may be used in the 
market, especially by fixing prices, chan- 
nelizing investment and commercial 
credit, rationing the supply of raw ma- 
terials, managing the currency, regu- 
lating exports and imports, and, above 
all, by taxation used to finance institu- 
tions of public welfare. 


The property structure as such has 
been influenced only by the nationaliza- 
tion, in the United Kingdom, of certain 
industries, especially coal mining, ship- 
ping, railroad traffic, road haulage, and 
steel production. Also in the United 
Kingdom all owners of land have been 
subject to elaborate restrictions of 
alienation and change of use, and to the 
expropriation by the state of the po- 
tential increase of value that might be 
achieved through a change of use. 


Regulation rather than expropriation 
has also been the technique by which 
social change was sought to be achieved 
by National-Socialism of the German, 
and Fascism of the Italian, pattern. In 
contrast to the democratic socialism of 
the British and Scandinavian brand, 
however, regulation was imposed auto- 
cratically, and the general aim was to 
amalgamate all the economic resources 
and vital energies of the nation so as 
to weld it into an efficient instrument of 
national expansion. 


In the United States criticism of un- 
bridled individualism in property owner- 
ship and business enterprise originated 
primarily in two quarters, the Christian 
apostles of the Social Gospel and the 
intellectuals. Both were imbued with 
feelings like those expressed by Ruskin. 
Protestant Christianity, insofar as it is 
not fundamentalist, came indeed so to 
be characterized by its concern for social 
justice that it has occasionally been 
blamed for underemphasizing the purely 
spiritual aspects of Christianity. The 
Roman Catholic Church has long had 
a firm basis of constructive criticism in 
a series of Papal pronouncements, espe- 
cially the great encyclicals Rerum Nov- 
arum of 1887 and Quadragesimo Anno 
of 1927. By them the structure of indi- 
vidual private property ownership is 
vigorously affirmed, but the owner is 
held to be bound by his Christian con- 
science toward its responsible use for the 
common weal. These precepts have been 


sought to be actualized in the Christian 
corporativism of Salazar in Portugal, 
Franco in Spain and, perhaps, Peron in 
Argentina. Having thus been coupled 
with dictatorial regimes they are in 


danger of becoming discredited. Perhaps | 


with their tendency towards stabilization 
of the social order they are not realiz- 
able in a dynamic society. 


Stability in Dynamic Order 


The dynamic social order, in which 
social mobility is combined with an 
ever expanding economy and personal 
freedom, has always remained the ideal 
of the American liberal. His criticism 
has been directed against the rugged 
individualism of the capitalistic entre- 
preneur, his uncouth tastes, and his al- 
leged unconcern for the underdog whose 
welfare and security have, in turn, been 
the great concern of the American re- 
former. In his zeal for ameliorating the 
lot of the “ill-fed, ill-clad and ill-housed,” 
his indignation over social injustice and 
his impatience with the assumed authors 
of evil, the American Liberal came to 
find himself in a position of hostile 
criticism toward the American business- 
man. 


The American novel of the 1920’s and 
30’s was predominantly a novel of social 
critique. When in the era of the New 
Deal the Liberal came to occupy posi- 
tions of political influence and power, 
the hostility of the business man was in- 
curred even more by this irritating and 
reproachful criticism than by the actual 
governmental measures which — insofar 
as they were not concerned with the im- 
mediate emergency of the Great De- 
pression, or with the needs of the War 
and its aftermath — were in the main 
designed to insure the continuance of 
the system of private property and free 
enterprise against abuse and the shock 
of repeated depression. 


In the most recent developments of 
the post-war years the badly shaken self- 
confidence of the believer in the system 
of individual private property, free en- 
terprise and competitive economy has 
found much needed uplift in the down- 
fall of the systems of National-Socialist 
reglementation, the abandonment of 
socialist experimentation in Australia, 
New Zealand and Britain, and the re- 
surgence of Germany under a free and 
fiercely competitive post-war economy. 


Through the upheavals of world wars 
and depression, the foundations of the 
system of private property and economic 
freedom have held up well in America. 
Confidence is justified that it will stand 
up well in the future. 
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Why General Electrics 1953 ANNUAL REPORT 


emphasizes research and development for the future 


Today all business phases of the General Electric 
Company are under the stimulus of research and 
development. As you will see in the Annual Report, the 
Company not only is expanding its research through 
new laboratories and additional scientific personnel, 
but also is applying advanced research methods to new 
fields from management to manufacturing. 


General Electric’s substantial investment in research 
and development is generating new and better products 
— even new businesses. The Company’s 135% increase 
in sales over 1947 (to more than two and one-quarter 
times 1947 volume) has been accomplished without 
buying new businesses or other companies. Instead, 
General Electric has grown from within, implementing 
its progress through research in many new fields. 


MANAGEMENT RESEARCH: In 1953, General Electric 
further intensified research in the problems of manage- 
ment itself. One important project, for example, was 
concerned with applying the principles of cybernetics 
— providing to management useful data now available 
from new-type computers, processing equipment and 
modern statistical methods. Research in management 
techniques and manager development will help the 
Company take full advantage of technical progress. 


MANUFACTURING RESEARCH: Twenty-five per cent of 
automatic machinery for industry will likely come from 
the electrical equipment manufacturers. Already devel- 
oped: machines that can “feel” the product, 
position it for processing; machines that auto- 
matically control quality; and others that use 
tape recordings or electronic sensing devices to 
guide their operations. General Electric, in solv- 
ing its own productivity problems—to double 
the volume of goods produced by 1963—is at the 
same time laying the groundwork for supply- 
ing automation equipment to other industries. 


MARKET RESEARCH: Fifty-five market research 
groups were at work to put distribution on a 
more scientific basis. Typical example: through 
research a complete new method of merchan- 
dising was developed, whereby x-ray equipment could 















be rented to doctors, hospitals and industries. A new 
market was opened up, which increased 54 per cent 
last year. 


ENGINEERING AND SCIENTIFIC RESEARCH: In order to 
explore metallurgical and ceramic materials, to study 
combustion, to sound-test large power transformers, 
and to develop more efficient steam turbines and more 
powerful aircraft gas turbines, five new laboratories 
were approved or under construction. In addition, plans 
call for a 50 per cent increase in Research Laboratory 
personnel in the next five years. 


For a full story of General Electric’s research and 
development in the physical sciences and in other busi- 
ness functions, write for a copy of the 1953 Annual 
Report, General Electric Company, Dept. 119-2D, 
Schenectady, New York. _ 
















If you own General Electric shares held in 
the name of a broker—or in a nominee name 
of a bank or trust company — write to the 
General Electric Company, Dept. 119-2D, 
Schenectady, New York, and we will 
place your name on a list to receive regu- 
lar mailings of share owner publications, 
including the Annual Report, Share 
Owners Quarterly, and the report of the 
Annual Meeting. 
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President, 


O WRITE OF THE VALUE OF TRUST 

services to bank customers or, to put 
it another way, of the value of a trust 
department to a bank, is to restate some 
established facts. But perhaps their re- 
statement will serve to emphasize truths 
which are not widely enough appreci- 
ated even by bankers. There has been a 
regrettable tendency among some bank- 
ers to regard a trust department as a 
poor relative — the kinship acknowl- 
edged and the kin decently maintained 
but always seated well below the salt 
at family dinners. One consequence of 
this tendency which is diminishing is 
that trustmen frequently become some- 
what defensive and feel forced to assert 
the virtues of their work which in truth 
should be accepted as self-evident. 


“One-stop banking” is much more 
than an advertising phrase. It meets the 
requirements, desires and convenience 
of both individuals and businesses to be 
able to conduct all their financial af- 
fairs with one company. These financial 
needs and services are always interre- 
lated, and it is desirable and economic 
to have them all handled by the same 
group of individuals. Through past deal- 
ings, these individuals develop a knowl- 
edge of the customer’s needs, wishes and 
affairs, and in the course of time there 
is built up that fundament of all such 
relationships — mutual confidence and 
respect. 


“One-stop banking” is a trend as 
natural as the growth of department 
stores. It becomes an increasingly im- 
portant objective of banking institutions 
as financial and related services are re- 
quired by growing numbers of our pop- 
ulation. Few banks can resist being in 
the retail business and every retailer 
likes to have his shelves so well stocked 
that his competitors do not get his trade. 
Trust services, of high quality and fash- 
ioned to meet the varied requirements 
ments of the community, are an essential 
stock for banks. There cannot be well- 
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rounded banking service — to individ- 
uals or businesses — without them. 


The Corporate Clientele 


Most trust companies now engage 
widely in commercial business and most 
commercial banks now offer trust ser- 
vices. This was not always the case. In 
the earlier growth of these two types of 
institutions, the trust companies which 
also did a banking business tended to at- 
tract largely the personal banking busi- 
ness of individuals. This was in large 
part due to the breadth of service which 
they could offer through their trust de- 
partments. 


Banks which concentrated largely on 
commercial business, although they per- 
haps did not get their fair share of the 
business of individuals, did not in earlier 
days feel that the lack of a trust depart- 
ment seriously impeded their ability to 
furnish complete service to their com- 
mercial customers. This was drastically 
changed by the growth of corporations 
and the development of corporate fi- 
nance, which required the services of 
banks as corporate trustee or in fiscal 
agency capacity, and more recently in 
the heavy growth of trusteed pension 
and profit-sharing plans for corpora- 
tions. 


Then, too, commercial banks have 






Sound S ‘Pesenen 


TO BANK CUSTOMERS 


Fidelity-Philadelphia Trust Company, Philadelphia 


seen the desirability of giving broad ser- 
vice to the growing number of corporate 
executives and employees to whom they 
had a good reason to appeal for business. 
Today it is fair to say that a trust de- 
partment is rapidly becoming as in- 
portant to a bank in serving business as 
it always has been to a bank serving 
individuals. 


The “Poor Relation” Grows Up 


One decided trend in larger banks 
has been to develop a number of new 
trust department services calculated to 
meet the changing and _ increasingly 
complex nature of the individual’s, the 
corporation’s and the nation’s economy. 
Much has been added to the old ser- 
vices settling estates and managing 
trusts. An example is the assistance 
given the owner of a family business or 
of a substantial interest in a close cor- 
poration in planning for the manage- 
ment or disposition of such interests to 
produce the greatest possible benefits 
for his estate. This includes helping to 
develop financial arrangements which 
will provide sufficient funds to pay death 
taxes and other expenses so that the 
business need not be sacrificed to meet 
these obligations, and also assisting in 
securing capable management when the 
business is to be continued for the bene- 
fit of the widow and children. It is 
difficult to over-emphasize the import 
ance of intelligent planning and guid- 
ance of this kind when the preservation 
of his business interests may be the most 
effective means of providing financial 
security for a man’s family. 


Investment services to individuals 
and businesses have been extensively 
offered. These sometimes are developed 
into financial managership relationships. 
particularly for eleemosynary institu: 
tions, with trust depariments acting 4 


investment adviser, treasurer and book- 


keeper. 


And because of the mechanization of j 
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large trust departments with tabulating 
machine installations — and electronic 
ones around the corner — trust depart- 
ments have the know-how and the facil- 
ities to service business in a variety of 
ways — relieving business of complex 
and voluminous clerical operations 
which can be performed more econom- 
ically and yet profitably by banks. These 
trust department techniques can and 
will be adapted to meet many more 
business needs, thus making further im- 
portant contributions in servicing the 
banks’ customers. 


Perhaps the “poor relative” treatment 
sometimes accorded the trust function 
stems from the fact that in recent years 
trust operations in the main have not 
shown good profits. The contribution to 
gross income may be large, due to the 
growing volume of business, but too 
small an amount goes through to net. 
This is the result of the highly competi- 
tive nature of the business with conse- 
quent rate competition; in some juris- 
dictions by judicial adherence to out- 
moded and unrealistic fee schedules; and 
to the existence of old fee contracts which 
agreed to flat fees for long-term busi- 
ness without any protection against ris- 
ing costs of doing business. 


Gradually, but much too slowly, this 
is being corrected by new business at 
higher rates replacing old business, by 
more realistic statutes or judicial de- 
cisions and by the painful but important 
process of renegotiation of old fee con- 
tracts. No greater tribute could be paid 
to the value of trust services than the 
generally willing response of holders of 
that old fee contract, that grandfather 
got, in voluntarily agreeing to an up- 
ward adjustment of trust service charges. 


Paralleling these developments, which 
have resulted in substantially increasing 
the gross income of trust departments, 
have been the steps taken by manage- 
ment to reduce the cost of doing busi- 
ness. The equipment of operating units 
with the latest and most efficient ma- 
chines for making and keeping records, 
referred to above, the most careful 
screening of new business offered, com- 
bined with the preadministration’ of 
estates in many cases, and closer super- 
vision of operating administrative and 
investment functions, have all aided 
materially in keeping expenses under 
control, 


In my own institution, for instance, 
from 1946 to 1953, the gross earnings 
of the Trust Department increased ap- 
proximately 40%, while expenses in- 
creased only about 19%. 
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Best Customer 


When the banker evaluates this rela- 
tively poor showing profit-wise of his 
trust department, he is apt to overlook 
the fact that it is the bank’s best cus- 
tomer, or certainly one of the best. Di- 
rectly, the bank benefits by very sub- 
stantial deposits from the trust depart- 
ment. Although trust departments exer- 
cise great diligence in keeping funds 
fully invested, the aggregate of tag ends 
of uninvested funds, which may tem- 
porarily be much increased by such 
things as bond maturities or accumula- 
tions of tax moneys, and the float that 
comes from remittances of income to 
beneficiaries — all add up to substantial 
deposit accounts. 


Indirectly the trust department is also 
an excellent customer for it naturally 
refers the people with whom it does 
business to the banking side for their 
banking requirements. These include 
many potentially good commercial cus- 
tomers in addition to individual cus- 
tomers of the trust department. 


Formerly trust services were thought 
to be needed by and within the financial 
reach of only the few and thus were of a 
limited appeal to a broad cross section 
of bank customers. With the raising of 
our standard of living and the redistri- 
bution of wealth that has transpired, 
trust departments now serve many more 
individuals. Most trust departments have 
kept pace with this change by more eff- 
cient and economical methods of opera- 
tions and simplification of procedures. 


One of the most useful devices to bring 
trust services to a broader segment of 
the bank’s customers has been the use 
of common trust funds. Not only do 
these provide an excellent investment 
diversification of risk for small accounts 
but they make it possible for them to be 
handled with a minimum of expense. 
My own institution operates two of such 
funds, one for full investment power 
accounts and one for accounts restricted 
to legal investments. In the former, 2,350 
accounts now participate and the fund 
has a current market value of $75 mil- 
lion. In the “legal” fund there are 1,000 
participating trusts (including many 
very small cemetery trusts) and the fund 
has a market value of $15 million. Our 
cost studies indicate that the cost of ad- 
ministration of a typical small trust in- 
vested in individual securities is about 
two and a half times that of the same 
size trust invested wholly in one of our 
common trust funds. This is an effective 
way to give better trust service to more 
of the bank’s customers, a goal much to 
be desired. 
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From Kings to Corporations 


THE ORIGINS OF WILLS AND TRUSTS 
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HE RECORDS OF TIME HAVE BEEN 
Hye in successive layers over the 
earth’s surface from the very beginning; 
they tell us most of what we know 
about the course of events through the 
long ages. On top of a granite core are 
sedimentary deposits from the sea. Here 
are the fossilized relics of the earliest 
forms of life, strange species which 
have lost out in the struggle for exist- 
ence but often possessing features which 
because of their usefulness have per- 
sisted into some present adaptation. 


Here too are the remains of cities 
and civilizations built one on top of 
another. They tell the story of human 
life as it has been lived, and of the 
implements and practices evolved to 
meet its needs. Upheavals at times have 
distorted the record but, broken as it 
may be, through it all there runs a 
narrative of life. 


The student of institutions no less 
than the student of structures and 
things here finds material for his use. 
Lettered tablets and objects of art, even 
the implements of household use, reflect 
the feelings as well as the customs and 
actions of people long since gone. Forms 
of government and social life through 
successive ages can be reconstructed 
and studied from the records of the past. 


A Reflection of the Culture 


One of the most persistent of these 
practices involves the disposition of 
property upon the death of its former 
owner. This is not surprising, for the 
process is constantly recurring and ordi- 
narily is freighted with great conse- 
quences and deep emotions. What shall 
be done with the property of a dece- 
dent, is an old but continuing question. 
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Among primitive peoples the chattels 
of a dead man often have been destroyed 
or buried with his body; Indian graves 
and tombs of the Pharaohs tell their 
stories. In more advanced societies they 
have been transferred to the living by 
laws of descent and distribution, or 
pursuant to the wishes of the decedent. 
The method always reflects the cultural 
attitude of the times. Social upheavals 
now and then have upset the evolution- 
ary process, but throughout there is a 
discernible and persistent pattern. It is 
bound inseparably to the doctrine of 
private property. 


The king or other supreme power in 
government might have confiscated the 
entire wealth of a decedent to his own 
uses or those of his realm, but ordinar- 
ily he has not done so, and for good 
reasons. The burden of caring for 
widows and orphans would have fallen 
on him; the administration of all prop- 
erty would soon have been his obliga- 
tion; moreover, the conception of a 
completely socialized society has seemed 
neither in harmony with the desires of 
mankind nor with the practical opera- 
tion of human affairs. And finally, the 
peace of the community has required 
that the transmission of property should 
be accomplished by just and effective 
rules. 


The Legend and the Legacy 


Sometimes these rules have been mere 
customs of a county; more often they 
have been laws of the realm, enforced 
by its highest authority. Whatever their 
source they have controlled the devolu- 
tion of property from owner to heir 
or legatee, and have woven a discernible 
pattern in a never-ending story. The 
legend may be read in the Year Books 
and Statutes, in the writings of Britton 
and Bracton and Littleton and Coke, 
and in the records of thousands of de- 
cided cases which follow one upon an- 
other with the certainty of life and 
death. 


Paralleling the substantive laws of 
wills and descent are the adjective pro- 
visions for their administration. Less 


important than the others, nevertheless 
they are the kitchen facilities which are 
essential to the success of the party. 
They too have undergone adaptation to 
the needs of the times; and their origin 
and development provide a fruitful field 
of inquiry for the legal antiquarian. The 
record can be found, more or less com- 
plete, by digging down through the 
same strata which disclose the course of 
substantive law; it is that story with 
which we are now concerned. 


The problem of a decedent’s goods is 
necessarily an immediate one. His lands 
may descend to his heirs without danger 
of misappropriation, but not so with 
his movable — and removable — goods 
and chattels. To insure their protection 
someone must be empowered at once to 
take possession, and even be clothed 
with titular ownership for purposes of 
administration. The king himself was 
the only one with this high authority, 
and as parens patriae and trustee for 
his people, he ordinarily became vested 
with title to the goods of his decedent 
subjects. 











Will-making 2845 B.C. 


TRUSTS AND ESTATES 
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Keepers of the Conscience 


But the burdens of universal admin- 
istration obviously became too great for 
one individual even when aided by his 
ministers. A delegation of authority be- 
came convenient if not imperative. The 
first transfer of the royal prerogative 
was to the prelates of the church “be- 
cause it was intended by the law that 
spiritual men are of better conscience 
than laymen, and that they had more 
knowledge what things would conduce 
to the benefit of the soul of the dece- 
dent.” Two considerations are here no- 
ticeable, one that the administration of 
an estate requires good conscience, and 
the other that the wishes and welfare 
of the decedent should be regarded. The 
adjective requirement of fidelity and 
good conscience has survived in full 
strength to our own day; the more 
substantive provision has been molded 
to conform to the thinking and needs 
of the times. 


In the days of Henry II (1133- 
1189) the substantive law gave a 
third of a decedent’s estate to the 
widow, a third to the children, and 
a third as the decedent might have 
willed; or a half to the widow or 
children if the other did not survive, 
and a half as the decedent might have 
willed; or if neither survived then 
all as the decedent might have willed. 
But if neither survived and there was 
no will then all went to the ecclesiasti- 
cal ordinary for pious purposes; 
and, strangely enough, because of his 
interest in the issue the probate of 
wills was committed to his charge. 


Thus the ordinary became the 
king’s almoner of a part or all of 
many estates. And how better, he rea- 
soned, could the goods of a decedent be 
used than in the service of the church 
or its prelates? Rationalization became 
easy where self-interest was involved; 
and the churches became rich. The ordi- 
naries accounted to no one but them- 
selves. The judgment of the community 
as to what was best was disregarded. 


Law and Administration Separated 


A reform measure was enacted in 
the reign of Edward III (1312-1377). 
It required the ordinary to appoint 
“the next and most lawful friend” of 
an intestate to administer his estate, and 
this was commonly interpreted to mean 
the next of kin. The ordinary contin- 
ued to be the judge, but the heirs 
assumed the duties of administration. 


This change marked a notable ad- 
vance. Good morals persisted as an 
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essential ingredient of the process, but 
the temptation of self-interest was re- 
moved, Courts of justice applied the 
law, but the parties in interest, or their 
representatives, administered the assets. 
This basic arrangement has continued 
to our time. Judicial duties are vested 
in bodies known variously as Probate 
or Surrogate Courts, or even as Courts 
of Ordinary; the administration of 
property is entrusted to those who are 
to become its owners or to others who 
act for them. Thus the useful features 
of the old practice have been preserved 
and refined; the others abandoned. 


The office of executor does not differ 
widely from that of administrator. An 
executor is nominated by the testator 
and appointed by the court — in the 
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Publication of Will in Roman Era 


absence of good reason to the contrary; 
an administrator is selected by the court 
from a limited group in a fixed order 
of preference. An executor acts under 
the law and the provisions of a will; an 
administrator looks only to the law. 


The history of the two offices is co- 
extensive and similar and, except for 
the added instructions from the will, the 
duties are much the same. The right 
of a testator to name an executor seems 
as old as the right to make a will itself. 
In fact the selection of an executor was 
early regarded as an essential part of 
the testament, which, however, could be 
supplied: by the ordinary if neglected 
by the testator or if the appointee was 
incapacitated to act. 


“Most Lawful Friend” 


A third office of comparable import- 
ance, though of a different order, came 


with the device of the common law trust 
in the Fourteenth and Fifteenth Cent- 
uries, Someone must be appointed to 
accept the legal title to entrusted prop- 
erty and to administer it according to 
the terms of the trust. As a trust cannot 
arise where there is no will — or prior 
deed — the appointment of a trustee 
is to be found in the trust instrument, 
or if omitted, is supplied by the Court. 
A trust is an arrangement resting in 
conscience and equity, and one who ad- 
ministers a trust cannot depart from the 
nature of his being; the ethical nature 
of a trust demands paralleling moral 
standards in the trustee. 


Some brief observations are suggested 
by this hurried descent into the past. 
One is that the instruments of admini- 
stration parallel in importance the 
rules for the distribution of a dece- 
dent’s property; always there must be 
adequate provision for accomplishing 
the declared wishes of a decedent or 
the dictates of the law. Another is 
that administrative and judicial func- 
tions in estate administration must 
never be combined; even men of high 
morals may lose their perspective 
when not obliged to account in a 
separate court of law. 


Finally, the quaint requirement 
that “the next and most lawful friend” 
shall be appointed administrator must 
not be forgotten. “Friend” suggests 
fidelity but “lawful” implies some- 
thing more. In our day it must in- 
clude the attributes of skill and care, 
of adequate experience and sound 
judgment and all else that goes to 
make a competent person to act for 
the sole benefit of others. Intelligence 
as well as good morals must character- 
ize the “lawful friend.” 


The Corporate Conscience Emerges 


Near the beginning of the 19th Cent- 
ury the legal historian will come upon 
two departures from accustomed prac- 
tices, so profoundly significant that they 
have altered for all time the course of 
estate and trust service to both indi- 
viduals and businesses. In terms of liv- 
ing things the scientist would refer to 
them as biological spores for they can 
only be regarded as sudden and spon- 
taneous variations from normal forms. 
I refer, of course, to the acceptance of 
the corporation as a suitable fiduciary, 
and to the recognition of its right to 
compensation. These were revolutionary 
ideas. 


In old England and early America it 
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was inconceivable that a corporation 
could act in these personal capacities; a 
corporation was an artificial creature 
“without soul or conscience” and sup- 
posedly unresponsive to the moral code. 
A trust, on the other hand, was the very 
child of equity nurtured in the lap of 
morals and good conscience. A trustee 
must be drenched in these attributes. In 
the very nature of things, it was said, a 
corporation could not perform in any 
of these personal relationships. No con- 
cepts were more deeply rooted in the 
minds of English chancellors than were 


these. 


Then in 1818 in Massachusetts an 
insurance company accepted appoint- 
ment as trustee; and in 1822 New York 
enacted a statute expressly authorizing 
a corporation to act in fiduciary capaci- 
ties, and no dire consequences resulted. 
Corporations had proved useful in other 
relationships so why not here? They 
might not have souls but they were 
directed by men who did. Corporations 
might not be jailed but they could be 
surcharged in heavy amounts and even 
deprived of life if they failed to per- 
form according to the highest dictates 
of equity. The taboo of generations was 
broken and a new freedom in property 
management was born. 


From Burden to Business Skill 


A natural corollary to the right of a 
corporation to act was its right to com- 
pensation; and if the right belonged to 
an artificial person then certainly to a 
natural one. An executor or trustee, 
whether corporate or personal, became 
entitled to reasonable compensation for 
services rendered. 


It had not been so in England. There 
trusteeship was accepted as a burden 
upon the conscience of the trustee: It 
was honorable and honorary and not to 
be undertaken with thought of other 
reward. It was only after corporations 
were found acceptable as executors and 
trustees in the United States that they 
were recognized as suitable trustees in 
England. 

Professor Isaacs of Harvard has said 
that the creation of corporations speci- 
ally chartered to act as trustees is the 
most important American contribution 
to the growth of the modern trust. It 
has converted what before was a bur- 
densome duty into an effective and use- 
ful business. Rather than debasing the 
office it has raised it to new levels of 
honor and efficiency. The joining of 
business and trusteeship has _ been 
brought about with notable benefit to 
both parties to the union. It has tended 
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Nowadays the word “trusts” seems to 
convey to the unthinking public a bane. 
ful meaning. . . . We hear of the Oil 
Trusts, Rubber Trusts, Coal Trusts and 
Steel Trusts, and the association of ideas 
causes our minds to question the bona 
fides of a corporate concern styling it- 
self a trust company. ... 

Let us get at the derivation of the 
word “trusts” to clear our vision. It 
would appear to possess a very old coin- 
age. From the Anglo-Saxon word treowe 
(I trust) we have the German word 
trauen (to trust) and treu (true). From 
the Icelandic tongue we have truast 
(firm, steady) and the Gothic trausti (se- 
curity). Older than any of these is the 
Sanskrit word dhru (stand firm). 

From article in Nov. 1908 Trust Com- 
panies by Wm. Harvey of the Standard 
Trusts Co. of Winnipeg, Manitoba. 


to permeate all banking and _ business 
with an increased sense of responsi- 
bility for the common good, and it has 
brought to trusteeship the business skills 
which are essential in the management 
of the varied and volatile forms of mod- 
ern wealth. 


To Fidelity add Skills 


Even so limited an excavation as this 
into the past discloses an unmistakable 
pattern and points the way to the future. 
The machinery of administration has 
evolved from necessity and has taken 
form with experience. Early accounts 
are of direct disposition — or dissipa- 
tion — of estates by the king or lord of 
the manor. Later the royal prerogative 
was delegated to ordinaries of the 
church. Still later the judicial and ad- 
ministrative functions were disassoci- 
ated, the former being retained by the 
courts and the latter performed by 
friends and members of the family. 
Then, near the beginning of the Nine- 
teenth Century corporations were recog: 
nized as suitable representatives and 
compensation was granted for services 
rendered. 


Throughout the story the element of 
fidelity has persisted and grown in in- 
portance. The coming of corporations 
has not lessened but rather strengthened 
the moral imperative; and to the ethi- 
cal requirements it has added the skills 
and efficiencies of business. The trends 
for the future seem reasonably clear; 
the cleavage of trust business to moral 
standards will assure greater benefits to 
property owners and the use of corpo- 
rations as executors and trustees more 
and more will receive public acceptance. 
Good morals and good business will go 
forward together, nurtured and ad- 
vanced by professional Trusteeship. 


TRUSTS AND ESTATES 
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1953 Annual Report Summary* 


CONDENSED INCOME STATEMENT 


1953 

Sod ue Sabha eke eet sami ae $1,025,833,041 
PONE 65 ko ve che ehUes Oe week 1,048,157,344 
Cost of Goods Sold, Selling, General, and 

Administrative Expenses a Eo 733,528,658 
Depreciation and Amortization........... 75,351,702 
Interest on Promissory Notes............. 11,517,083 
Net Income Before Income and Excess Profits 

, | RET ER SL Set ee Pe a 227,759,901 
Provision for Income and Excess Profits Taxes 

and Renegotiation.............cseee0- 124,976,459 
SS ioc fa ae eS a ee ee 102,783,442 
Net Income per Share. ........4....55.5. 3.55 
ae Set Crary eee 72,235,535 


CONDENSED BALANCE SHEET 


Assets 
Pe NE I ois ks ha nese n ess cs $510,399,171 
Fixed Assets After Accumulated Depreciation 

Se II, icon cde napa eer weds 658,392,229 
Investments in Affiliates and Foreign Sub- 

I Xo iia sooo Dele heat 15,699,522 
en es el Se 6,101,408 
Patents, Trade-Marks, and Goodwill. ...... l 

$1,190,592,331 
Liabilities 
Total Current Liabilities... ............0. $207,130,929 
2.70% Promissory Notes...............:. 130,000,000 
3.75% Promissory Notes................. 200,000,000 
Reserve for Contingencies................ 6,381,098 
Capital Stock— 
28,320,919 shares (28,274,744 shares in 
1952) . ; 210,173,350 
631,875 shares (631, 600 ‘eheves ia in 1952) 
held by the Corporation as col- 
lateral under the Stock Purchase 
Plan for Employees. 26,264,110 
28,952,794 shares (28,806, 344 ‘kei 3 in 
1952) . 236,437,460 
Less present amount t of Agree- 
ments under the Stock Purchase 
Plan for Employees. ..... ; 25,966,255 
210,471,205 
Fag MONROE so dies Ui on ennaweeeeaKe 436,609,099 
$1,190,592,331 
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1952 
$956,931,021 
978,505,458 


690,299,054 
54,290,710 
6,607,291 


227,308,403 
128,987,704 
98,320,699 


3.41 
72,015,860 


$472,762,802 
574,498,412 
19,744,817 


5,172,117 
1 


$1,072,178,149 


$210,968,881 
140,000,000 
100,000,000 
6,381,098 


208,534,466 


18,786,482 


227,320,948 


18,553,970 


208,766,978 
406,061,192 
$1,072,178,149 





*Copies of the complete 1953 Annual Report of Union Carbide and Carbon Cor- 
poration will be gladly furnished on request. Included with the report is an 
illustrated booklet that describes the Corporation’s products—Alloys, Carbons, 
Gases, Chemicals, and Plastics—and how they are produced from nature’s raw 
materials. For copies of the report and booklet, please write to the Secretary, Union 
Carbide and Carbon Corporation, 30 East 42nd Street, New York 17, N. Y. 


itil “a ss! 6 Frade -marheord Products tnclude—————_—_— 


BAKELITE, KRENE, and VINYLITE Plastics « DyNEL Textile Fibers « Prest-O-LirE Acetylene « Linpe Oxygen 
EvereEapy Flashlights and Batteries *e Union Carbide e NationaL Carbons « ACHESON Electrodes « PRESTONE Anti-Freeze 
Pyrorax Gas ¢ ELEectTROMET Alloys and Metals « Haynes STELLITE Alloys « SyNTHETIC OnGANIC CHEMICALS 
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Famous Fortunes 


WHERE THEY. CAME FROM AND WHERE THEY WENT 


HERE ARE MANY UNUSUAL CHAR- 
5 hp op: of the fortune of the 
Astor family, one of the earliest, one 
of the largest and one of the most en- 
during concentrations of great wealth. 
The heirs of the founder never had to 
exercise much judgment; they did not 
have to toil or spin. 


Until well into this century, when 
huge estate taxes and income levies 
militated against the growth and trans- 
mission of all wealth, the Astor money 
multiplied in each generation regard- 
less of how wisely it was managed. Only 
one Astor was a spendthrift and even 
he passed on to his heirs about as 
much as he originally received. 


There were two main reasons for the 
six-fold growth of the Astor millions in 
the space of a century and for the 
permanence of the fortune. One was the 
concentration of investment in real estate 
in New York during the period of the 
city’s most rapid growth; successive 
generations merely had to sit by and 
watch their land enhance in value and 
in earning power. The other was a 
family principle of following as closely 
the rule of primogeniture as the laws 
would allow, with reliance upon life 
’ trusts for heirs, to assure against dissi- 
pation. Up to the time of Astors now 
living much of the family money was 
entailed. 


Under his will of July 4, 1836, John 
Jacob Astor I provided for succession 
of William B. Astor only through a life 
trust, which he could neither give away 
nor dissipate; the estate had a board 
of trustees to assure carrying out of 
the provisons. But since the legislature 
had forbidden trusts running more than 
two generations, and limited trusts for 
the accumulation of rents and profits, 
Astor in 1838 modified the trust into 
two parts, one-half being continued in 
trust. 


Fur trader John Jacob Astor the First 
— (1763-1848) — began to build his 
fortune in a big way at the start of the 
nineteenth century and left $20 million 
when he died. This grew, through appre- 
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A Staff Study 
I: THE ASTORS 


ciation in the value of real estate, to a 
total which, in the early 1900s, was esti- 
mated at a family aggregate of over 
$300 million. The present head of the 
family’s United States branch, (Wil- 
liam) Vincent Astor, only son of an only 
son in 1912 when he came into his 
share, inherited over $80 million. His 
father was the first who made no attempt 
to entail, providing that Vincent, then 
20, would get it all outright at 21. 


Began by Fur Trading 


There have been many romantic em- 
bellishments of the story of the start of 
the Astor fortune. One of these was 
the hoax perpetuated by Franklin H. 
Head in Chicago in 1894, often repub- 
lished. It purported to prove that most 
of the first Astor’s money came from 
the spoils accumulated by the pirate, 
Capt. Kidd. It told how one of John 
Jacob Astor’s employees found gold, 
silver and jewels in an iron box in a cave 
on Deer Island in Maine, brought them 
to his employer, who sold them in Lon- 
don. The real story of the start of the 
fortune is more prosaic. 


It began after the arrival of John 
Jacob Astor from Germany in 1784 with 
trading in general merchandise, im- 
ported musical instruments, and his 





Ball Room in Vincent Astor Home on New York’s Fifth Avenue 


entry into the fur business. By 1788, by 
dint of hard work and long trips to 
trade with the Indians in the wilderness 
between New York and Montreal, Astor 
had accumulated enough capital (in- 
cluding his wife’s $300 dowry) to buy 
$3,000 of furs in Montreal. A year later 
he made his first investment in New 
York real estate — some lots on the 
Bowery at Elizabeth Street. In the fol- 
lowing two years the profits of his fur 
trade made possible a further $7,000 


realty investment. 


Astor by 1795 had an extensive fur 
business, with agents in the Great Lakes, 
his own fur-buyers in Montreal, sales 
representatives on the Continent, and 
suppliers of Indian trinkets in London. 
He still imported musical instruments 
and he still had his New York store, 
where he did some business in Chinese 
goods and now and then imported arms 
for privateers and pirates. He had in- 
terests in many ships. 


At the age of 37 (in 1800) the fur 
trader counted his fortune at some 
$250,000. He made a big addition to it 
through a gamble on a share in the 
ship Savern, one of the early vessels to 
engage in the fabulous China trade, a 
business destined to add to his hoard 
faster than did the fur trade. 






Courtesy N. Y. Public Library 
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From China Trade to Real Estate 


The Severn carried silver, furs and 


} ginseng — the herb esteemed by Chinese 


hannah une 


Fs aia: Migtiniae ait it 


mandarins as a medicine to restore 
virility lost on too many concubines. If 
the fates smiled, the ship would be back 
within a year, after its trip around Cape 
Horn, with a profit of several hundred 
percent. The Severn paid off. From 1803 
through 1805 Astor made successive 
purchases of more Manhattan realty, 
this time on the West Side, including 
purchase for $62,500, from Aaron Burr, 
of a 69 year lease on 241 Greenwich 
Village lots owned by Trinity Church. 


Also acquired at this time was what 
was later to be a gem of the Astor estate, 
a share of the old Eden farm, running 
from Broadway to the Hudson River 
just north of 42nd Street. With an 
associate, Astor paid $25,000 for this 
property of 70 acres and promptly split 
it. How could he know that 100 years 
later the same property would be worth 
$20 million? In 1804 he bought more 
lots from Burr and in a deal with George 
Clinton he got 243 lots, also in Green- 
wich Village, for $75,000. 


In 1807 an Astor ship, the Beaver, 
got clearance through President Jeffer- 
son’s embargo (John Jacob carefully 
cultivated political influence) on the 
pretense of taking home a Chinese of 


| reputed prominence, along with $45,000 


of specie, cochineal, furs and, of course, 
the ginseng. The Beaver returned with 
teas, silks and nankeens worth $200,000. 
In 1809 Astor made another large real 
estate purchase on Manhattan’s West 
Side between 53d and 57th streets. 


An Early Business Empire 


By 1810 John Jacob had his first 


million, but was still the same likable if 
| uncouth trader whose spelling was weird 


and whose table manners were the em- 
barrassment of the elite. Now, he was 
organizing the first big monopoly 
through his American Fur Company 
with a subsidiary that had a tie-in with 
the fur kings of Montreal. He was reach- 
ing out for an enlarged trading empire 
and was establishing himself in the 
Columbia River country in far-away 
Oregon. Three years later he was par- 
ticipating in a syndicate, to which he 
contributed $2 million, to buy 6 per 
cent United States bonds at 88 plus a 
bonus. The bonds couldn’t be easily sold 
elsewhere. By now his widening in- 
terests ranged from being chief bene- 
ficiary of the sandalwood monopoly of 
King Kamehameha of Hawaii to own- 
ership of a big share in the Chinese 
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opium trade. Importation of opium into 
China was forbidden by that country 
from well into the 16th century, but the 
local officials apparently connived with 
the importers. In 1830 he was buying 
more real estate and giving advice: buy 
it by the acre and sell it by the lot. 


Astor sold his fur business in 1833 
and his merchandising activities also 
were soon disposed of, for real estate 
had become his main business. He be- 
came an avid buyer at foreclosure sales, 
often foreclosures of his own mortgages. 
In the panic of 1837 he got a whole 
Harlem block for $2,000 and picked 


up a big piece of property later to be 
known as the Astor East Side slums for 
$20,000. The depression persisted in the 
following year, in which Astor picked 
up $224,000 more of real estate. 


In 1840 Astor’s 355 New York prop- 
erties yielded $128,000 annually; when 
he died eight years later 470 properties 
were returning $200,000 a year. Of his 
$20 million about $500,000, or one- 
fortieth, went to public institutions and 
charities. He had had six children; two 
died in infancy and the eldest son was 
an incompetent who was provided with 
an attendant, a fenced-in house and land, 
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and an income of $5,000 a year. Only 
one of the three daughters, Dorothea, 
survived him and received a minor share. 
Astor practiced some diversification; he 
gave away most of his stocks before 
death to children and grandchildren, or, 
at his death, to his daughter, Dorothea, 
seemingly as a basis for providing a 
fixed income. She received $100,000 
New York city bonds, 500 shares of 
Bank of America, 1,000 shares of Man- 
hattan Co.. and $25,000 stock of New 
York Life Insurance & Trust. 


The Conservator and the 
Trust Fund 


Astor’s second son, William Back- 
house Astor — named for an early mer- 
chant associate — got most of what re- 
mained, an amount estimated at $15 
million. Half of that was to be William’s 
own property; the other half he could 
not touch, except for its income, for the 
principal was put in trust to descend to 
his children. But he was enjoined to 
use even the income from the trusteed 
half for enhancing the worth of the 
first half. If he had no heirs, the estate 
would revert to other branches of the 
family. Before the founder of the for- 
tune had died, William B. already had 
become independently wealthy, through 
inheritance from J. J.’s butcher-and- 
drover brother Henry. Uncle Henry had 
left his estate invested mostly in good 
Bowery real estate. 


William Backhouse Astor was a con- 
servator of the family money and was 
distinguished for little more than the 
good management of the extensive real 
estate. For the leased lots his father had 
taken over from Aaron Burr he still 
paid Trinity Church $269 a year, but 
received about $250,000 a year from 
them. Much other property paid simi- 
larly fabulous returns. William B. was 
No. 1 landlord of New York, but he 


was not impressive, not too social and 
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taciturn. In many ways, even in making 
his will, he was like his father. 


When he died, in 1875, he left $40 
million, of which about $500,000 went 
to non-family or public purposes, exactly 
the amount contributed by his father 
from smaller wealth. To two daughters 
and an orphaned granddaughter he left 
$1 million or so each. Of his three sons, 
Henry got little, for he contracted a kind 
of morganatic marriage with a peasant’s 
daughter — but Henry did get a quarter 
interest in the old Eden farm that was 
evenutally to be chiefly instrumental in 
making him worth some $5 million. The 
main stream of the Astor fortune poured 
down upon the two other sons, John 


Jacob III and William. 


Third Generation Growth 


To John J. III, 53 at the time, and 
to his younger brother William, was 
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left in trust the half of the estate that 
had been left to their father in fee 
simple; the half he had received in trust 
went to the two sons outright. But John 
Jacob III was a little richer than 
William, for he got half of the Eden 
property whereas William, like Henry, 
got only a fourth. 


The third Astor to head the family 
was born to caste and luxury; he took 
an active interest in managing the real 
estate which was doubling in value at a 
much faster rate now. He threw the 
Astor millions across the Harlem River 
by buying property from the Morrises 
of Morrisania, land soon to be made 
more valuable by the building of the 
elevated railroads. He also built many 
big business buildings. He was the first 
Astor to pay real estate taxes running 
into seven figures. He was conscientious 
and intelligent. His life had but one 
exciting interlude — he served briefly 
as a Union Army officer in the Civil 
War. He did a little dabbling in Wall 
Street. 


At his death in 1890 he left outright 
substantially all his wealth, which had 
multiplied to an estimated $75 to $100 
million, to his only son, William Wal- 
dorf, then 42, after providing, during 
his life and by his will, some $2 million 
for public purposes. His wife had pre- 
deceased him. 


His brother William, who had with- 
drawn from society to live the life of 
a country gentleman and who had little 
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Enotes 


) interest in the family business, followed 
| the orthodox family pattern at death in 


1892. The half of his estate that he had 


jnherited in trust he left to his son 


| John Jacob IV in fee simple; the other 





half received in fee simple he put in 
trust. His wealth was estimated at $50 
million and charitable contributions 


* were put at a third of | per cent, a new 


Astorian low. John J. IV, 28, was about 
to succeed his cousin, William Waldorf, 
as head of the family. 


This William Waldorf Astor — the 
first Lord Astor — built the original 
Waldorf hotel on the site of John Jacob 
III’s old home. John Jacob IV built the 
Astoria on the other half of the block 
on the site of his father William’s home 
— at the suggestion of George C. Boldt, 
who managed the Waldorf. Probably 
with a view to future family differences, 
it was so arranged that the two hotels 
could be thrown together or separated. 
The cost of the two hotels was estimated 
at $13 million. 


Lord Astor (William Waldorf) gave 
in trust to two sons in 1919 before his 
death the Hotel Astor (not Astoria) 
valued at $4 million. Previously he had 
disposed of the Waldorf similarly to 
son Waldorf. He spent huge sums on the 
Pall Mall Gazette of London, on his 
“Cliveden” estate, and on Hever castle. 
His charitable gifts included $400,000 
to universities and $500,000 in World 
War I to various public purposes such 


as Red Cross. 
The English Astors 
William Waldorf Astor was the 


wealthiest American of his time, went 
into politics and became a State Sena- 
tor in New York and later United States 
Ambassador to Italy. Through political 
reverses and because of a family quarrel, 
he conceived an intense dislike for his 
native land and, in 1892, soon after his 
father died, moved to England with his 
family. However, he left his wealth 
securely invested in New York. In Eng- 
land he finally achieved his social am- 
bition of obtaining an hereditary title, 
which involved much expense. As the 
first Lord Astor, and later Viscount 
Astor, he was not only the first free- 
spending member of his family but also 
the first newspaper tycoon on London’s 
newspaper row—Fleet Street. As head of 
the English Astors he was also the first 
to feel almost ruinous taxation upon 
wealth, at one time levied upon him 
both by his native and his adopted coun- 
tries. He was the first Astor to counsel 
the sale of real estate, for, he said, 
“there is no other way out.” He tried to 
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escape some of the taxation and transmit 
his fortune to his two sons, John Jacob 
V and Waldorf, by trusts created while 
he was still living. Two trusts for about 
$15 million were set up in 1916. They 
successfully avoided a United States in- 
heritance levy of $4,971,000 because, 
while Lord Astor enjoyed the income 
from them, the Farmers Loan and Trust 
Co. as trustee had to consent to any 
modification of terms. Some $50 mil- 
lions were set up in another trust for the 
sons in 1919; when Lord Astor died in 
that year the United States levied an 
$11,250,000 tax on the ground that it 
was created in anticipation of death, 
not as a means to avoid a British capital 
levy. With interest the English Astors 
eventually lost almost $20 million in this 
tax dispute. 


At the Viscount’s death the English 
Astors were variously estimated to have 
$75 to $100 million; for the first time 
an Astor had not transmitted to his 
posterity more than he had received. 
Lord Astor at the end retained only his 
house in Brighton, England, and a trust 
fund of some $6 million. 


The American Branch 


John J. Astor IV, who had become 
the head of the American branch of the 
family at 28, with $50 million, when his 
cousin went to England, married twice 
and had a son by each marriage. He 
went down on the Titanic in 1912, after 
placing his second wife in a lifeboat. He 
left the bulk of the American share of 
the Astor wealth to his son (William) 
Vincent Astor, and did not make any 
attempt at creating trusts in his will. He 
had settled $787,000 upon his first wife 
and $1,695,000 on the second, with a 
trust fund in the will of $3 million for 
his second wife’s as yet unborn son, to 


become John Jacob VI. 


The share of his estate left to his 
first born son, Vincent, was appraised 


SERVICE 
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at $87,218,000, of which some $63 
million was in New York real estate. 
Among the securities were $2,468,000 
Niagara Falls Power bonds, $1,295,000 
Illinois Central stock, $4,650,000 New 
York & Hudson River RR. stock, $1,- 
213,000 Niagara Falls Power stock, and 
$1,313,000 Pullman stock. In addition 
there were smaller amounts of six New 


York bank stocks. 


John Jacob IV in his brief career had 
received from his father $50 million and 
left to his son Vincent $87 million. By 
way of contrast, if Vincent should leave 
the bulk of his fortune outright to one 
person, under the present tax laws we 
might expect that heir to receive ap- 
proximately $22,000,000. 


Today it would cost about $65 million 
in Federal estate taxes to transmit an 
estate of $87 million. Use of the marital 
deduction would cut this figure down to 
approximately $30 million but, assum- 
ing the surviving spouse at her death 
left no more nor less than her marital 
deduction share of $40-odd million, 
there would be a tax thereon of another 
nearly $30 million, so that the net tax 
saving on the two estates would be 
roughly $5 million. Of course, the use 
of a limited power of appointment trust 
would eliminate entirely the second tax 
on the part of estate not passing under 
the marital deduction. 


Whatever disposition of his estate 
Vincent Astor makes, it will represent a 
change from the pattern set by the gen- 
erations of Astors from the first John 
Jacob till now. The English Astors do 
not lack heirs, and Vincent Astor’s half 
brother has a son, William, born in 1935, 
but Vincent has no children. What hap- 
pens to the Astor money in this genera- 
tion is up to Vincent. 
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This is actually a statement of policy, conditioning 


the thought and action of an entire bank personnel. 


Under its stimulation, the problems of clients are under 
constant scrutiny, better solutions constantly sought. 
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Foster Parent, Counsellor and Confidante 


CLYDE H. DOOLITTLE 


Vice President, Iowa-Des Moines National Bank, Des Moines 


IKE EVERY BUSINESS THAT IS TO 
serve well the interests of its own- 


' ers, employees and customers, the trust 
| business has to be conducted for a fair 


‘ATES © 


profit. This is particularly important to 
an institution with often long-lasting 
commitments and the perpetual charter 
to carry them out. But by the personal 
and direct nature of its contacts with 
its beneficiaries and its community, the 
trust company or trust department has a 
primary concern with the well-being of 


both. 


Too often, we are inclined to minimize 
or overlook the inherent values of the 
humanities of our professional services. 
True, they do not appear in our state- 
ments and, of themselves, have no mone- 
tary value, but they are priceless at- 
tributes of our business. If we mention 
them to the public at all, it is in a 
stilted, self-conscious and half-apologetic 
manner that robs them of all sincerity of 
purpose. In our required cover of an- 
onymity, we use little imagination — it 
is always “Mr. A.”, “Bill Smith” or “a 
rising young doctor” — which imme- 
diately arouses the suspicion in the 
reader or listener that, the incident is a 
borrowed or fictional one. The only time 
we really put any warmth in these values 
is when we talk informally with our 
fellow trustmen. Even then, we are in- 
clined to emphasize only the foibles or 
eccentricities of the anonymous trustor 
or beneficiary. 


This perfectly human trait of depreca- 
tion can easily lead to an imperfect ap- 
praisal of the value of our services by 
the public if the humanity of our call- 
ing is ignored. A warmhearted service, 
over and above the call of duty incident 
to our business, needs no apology. It 
is not necessary to cloak our services 
with a cheap sentimentalism or tawdry 
tearjerking to emphasize our story of 
service beyond the dollar sign. It is a 
story worth telling and it happens every 
day in each of our lives. The public 
ought to know it. 
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Mr. Doolittle dicussing a question with 
a trust beneficiary 


Law and Common-Sense 


I had a phone call from Marian the 
other day. In our offices, we all have 
a deep affection and admiration for 
Marian. She is a widow in her mid- 
seventies and the beneficiary of her hus- 
band’s testamentary trust. Marian is 
possessed of a rare wit, an unusual 
understanding of the realities of life and, 
most important, a courage to face smil- 
ingly any misfortune or adversity. Her 
husband died twenty years ago, leaving 
a net estate of about $100,000 (now 
valued at $300,000) in a testamentary 
trust. His provision for Marian was an 
income of $250. per month from income 
with no power for invasion of principal. 
The trust includes the homestead. 
Marian explains this matter of the home: 
“He was afraid I would sell it and move 
into an apartment — and he always de- 
tested apartments.” 


Marian knows all of the limitations of 
this travesty of a will and fully under- 
stands that it is as immutable as the 
law of the Medes and Persians. She 
doesn’t complain or ask for special con- 
sideration and she refuses to be bitter 
about the remainder of the income being 
salted away for the remaindermen — 
that’s one of the reasons we admire her. 
But she has no easy time of it with this 
inadequate income during inflationary 


times. And so we have gone to some un- 
usual lengths to alleviate her situation. 
I need not mention these methods — 
every trustman knows them but they 
may be described as some slight strain- 
ing of the law and some calculated 
minor risks — and the knowledge, from 
many experiences, of the common-sense 
ways to temper justice with mercy. 


But to get back to her telephone call 
— it went like this. “Clyde, are you 
busy this afternoon?” “Not too busy, 
Marian. What is it?” “I want you to 
stop on your way home and mow my 
lawn. That worthless chap who mows it 
has deserted me.” .. . “I'll be right out, 
Marian.” It didn’t take too long to 
find a man to mow Marian’s lawn — as 
she knew we would. I shall not belabor 
the point. We only performed a trivial, 
neighborly act but the important point 
is Marian’s faith in our desire to help 
and, after all, faith is only another word 
for trust. If you must have a business 
promotion angle to this simple incident, 
I think you will find it in Marian’s 
impromptu testimonials to our human 
qualities over bridge tables, during the 
past two decades. 


The Successful Truant 


In the late 1920’s, we took on a 
thankless job, at the urgent request of 
our Court, in the form of an appoint- 
ment as guardian of the property of a 
nineteen-year-old boy. He had been 
orphaned at the age of twelve with an 
inheritance of about $50,000 and his 
maternal grandfather, a widower in his 
sixties, had been appointed as _ his 
guardian. Seven years later, at the time 
of our appointment, the property, 
through neglect and mismanagement, 
had dwindled to $4,000. Bob had gradu- 
ated from High School with average 
grades, had entered the University and, 
when we took over, had compiled the 
unenviable record of failing every course 
in freshman Engineering. 


We went with Bob to the University 


239 











and interviewed each of his teachers, 
the Dean of the College of Engineering, 
the Registrar and the President. We 
finally secured a reluctant permission 
for Bob to re-enter — a difficult task, 
because this University has exceptionally 
high scholastic standards. We arranged 
a part-time job and, for four years, we 
used every effort and all of our in- 
genuity to inspire and encourage Bob 
through his college course. He had asked 
us not to apply for our discharge as 
guardian until he had finished his course. 
When he graduated in the upper third of 
his class, we were there, proud as Punch, 
to congratulate him and to hand him the 
$320 remaining in his account. 


Bob got a job in Chicago and, for 
several years, we heard from him with 
assurances that he was making progress. 
Then, for fifteen years, we heard nothing 
from him. A few weeks ago, Bob’s card 
was sent in to me. He is Vice-President 
of one of the nation’s largest steel fabri- 
cators. I'll let him tell the story. 


Bob began by unrolling a large pic- 
ture of a beautiful lake shore home with 
him and his wife and two strapping sons 
on the lawn. “There’s the pictorial 
proof,” he said. “You know, we were 
at dinner a few weeks ago and, for the 
first time, the boys began asking about 
my family. There wasn’t much I could 
tell them. But I could and did tell them 
how you and the others here had en- 
couraged and helped me as a boy and 
how I credited you with whatever suc- 
cess I have had and for the privilege of 
my fine family. After awhile, the oldest 
boy said. ‘Dad, I think you ought to go 
back and thank those men for the way 
they helped you.’ That’s why I am here.” 


Uncle and Auntie, Inc. 


A while back, Marty Cole brought her 
baby son in for us to see and admire. 
Marty’s mighty proud of the baby and 
we're mighty proud of Marty. She is 
the middle one of the Downing sisters. 
We met.them first, when they were 13, 
11 and 9, at the time their father died. 
He was a rising professional man who 
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died suddenly in his early forties. All of 
this property was left in a testamentary 
trust with our Bank and Mrs. Downing 
as Trustees. We have never had a finer 
co-Trustee than Mrs. Downing — sen- 
sible, resourceful and co-operative. 


Four years later tragedy struck again 
— Mrs. Downing was told by her doctor 
that she had less than six months to live. 
Calmly and courageously, she arranged 
for our appointment as guardian for the 
girls and told us of her hopes and as- 
pirations for them. 


We literally went through college with 
the girls and it was great fun. They have 
all graduated from our State University 
where they were outstanding students 
and leaders. Two of them have Masters 
degrees. The girls in our office welcomed 
the opportunity to take them to lunch, 
help them with their shopping and lis- 
ten to their confidences. We men helped 
them with their financial problems, 
watched their grades, kidded them about 
their boy friends and interjected a little 
fatherly advice from time to time. 


Lois, the eldest, is a career woman 
in the East. Marty and Lucy are happily 
married and each has a baby. Maybe we 
overestimate our part in their success but 
we nearly put our arms out of joint 
patting ourselves on the back when we 
think of the Downing girls. Marty says, 
“When this boy begins to talk, he is 
going to be taught to call each one of 
you ‘Uncle’ and ‘Auntie’.” 


The Intangible Asset 


We have a number of alumni like 
Bob and the Downing sisters, and many 
kindly, appreciative friends like Marian. 
These two little, common-place stories 
could be duplicated many times and 
every trustman has had scores of similar 
experiences. They form pleasant personal 
memories and we are all too prone to 
dismiss them as purely personal and not 
too closely related to the duties of our 
every-day jobs. We know, too, that our 
next experience may be one with a self- 
ish, unreasonable beneficiary, entirely 
unappreciative of our efforts to give the 
added personal touch to our services. 
But, we must always make the effort. 


Corporate trusteeship is a service. We 
have no wares to sell. We are expected 
to show our skill and specialized abilities 
in our accounting with complete and 
accurate reports; in our investments 
with intelligent and timely purchases and 
sales of securities, and in our manage- 
ment with alert and wise judgment of 
business problems. All these, our cus- 
tomers expect and buy when they engage 
our services, While intangible in nature, 


the use of these faculties lead to tangible 
results with measurable benefits to 
donees and beneficiaries. 


What our customers do not bargain 
for is the intangible service of sincere 
personal interest in the welfare of their 
families. They don’t bargain for it be- 


cause it is impossible to determine in | 


advance what form it will take or under ;” 


what circumstances it may be required. 
It is not in the list of advantages offered 
to customers of our services; at least, 
not in any but stereotyped phrases. 
Those whom we may have served tell 
the story more eloquently than we our. 
selves do. Their first-hand recitals do 
more to impress their listeners with the 
humanities of our service than we can 
match. 


Not all of the assets of trust business 
appear in our balance sheets and those 
hidden assets haven’t cost us too much 
to accumulate. 


A A A 


Philanthropic Trends Studied 


Current philanthropic gifts, publicly 
announced in ten American cities, in- 
creased during 1953 to $401,060,586 as 
against $390,864,460 in 1952 according 
to a study made by John Price Jones 
Co., Inc. of New York. Publicly an- 
nounced bequests, however, declined 
10% to $94,029,380. The study covered 
New York, Baltimore, Boston, Chicago, 
Houston, Los Angeles, Philadelphia, 
Pittsburgh, St. Louis and Washington. 








WINS ESTATE PLANNING 
SCHOLARSHIP 


Fred R. Harris (center), senior at Uni- 
versity of Oklahoma College of Law, was 
awarded the second annual scholarship of 
$500 established by the Liberty National 
Bank and Trust Co. of Oklahoma City to 
stimulate law students’ interest in_ estate 
planning.. Vice president and trust officer 
W. D. Boggs is shown at left, and Dean 
Earl Sneed, Jr., at right. The award, based 
on academic achievement and ability at 
scholarly legal writing, was presented on 
February 18th at a dinner attended by the 
law faculty and the seniors and their wives 
as guests of the officers and directors of 
Liberty National. 
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PATRON of the ARTS and SCIENCES 


JOHN W. REMINGTON 


President, Lincoln Rochester Trust Company, Rochester, New York 


S$ WORKING HOURS DECREASE DUE TO 
many factors, including technologi- 
cal improvements and the desire of men 
and women for a shorter work week, 
there becomes available more time for 
leisure. If modern ingenuity can offer 
ways and means to fill these newly found 
leisure hours with wholesome entertain- 
ment and avocations our society will be 
benefited greatly. 


The opportunity for museums, music, 
hobby instruction, drama, civic planning 
and other community needs to meet this 
challenge of the mid-twentieth century 
is a tremendous one. 


The important part which trusteeship 
plays in many phases of American wel- 
fare would not be set forth in full with- 
out some mention of its place in the cul- 
tural, social and scientific segments of 
present day living and provisions for 
the future. 


A few illustrations will show how 
trusteeship has fitted and can fit into 
this vital spot. The Will of the great 
Philadelphia lawyer, John G. Johnson, 
left his beautiful collection of paintings 
in trust with the Pennsylvania Company 
for Banking & Trusts and gave full dis- 
cretion as to housing and exhibiting the 
paintings. In 1941 these twelve hundred 
paintings, covering seven centuries and 
ranking high in works of the Flemish 
and Dutch schools, were first exhibited 
in twenty new galleries at the Philadel- 
phia Museum of Art so that they might 
be enjoyed by as many people as pos- 


sible. 


A Shop Foreman’s Idea 


A few years ago in Rochester, New 
York, a Mrs. Suzanne H. Lee sought 
advice from the officers of the Lincoln 
Rochester Trust Company in her quest 
to have her substantial estaté adminis- 
tered primarily for the benefit of people 
who had educational and other needs 
which might not be met by organized 
charities and schools. When she learned 


242 


of a small trust created by a shop fore- 
man to be used to benefit “blind, crippled 
and disabled persons” she stated that 
something of that nature or broader in 
scope would be the type of trust she 
wished to create. 


Today her trust for the benefit of 
needy persons “for care — education — 
medical or surgical care, physical, men- 
tal or moral rehabilitation or for any 
other purpose” is serving a wide com- 
munity need. About 1950 a talented 
young singer won a scholarship which 
permitted study in Italy. She would not 
have been able to avail herself of the 
great opportunity if the Lee trust had 
not assisted in meeting a small part 
of the living expenses during the period 
spent abroad. 


Since Mrs. Lee lived in a small village 
near Rochester in which she evidenced 
great interest, a Scholarship Committee 
has been formed to help guide the trustee 
in awarding scholarships to graduates 
from the local high school. Substantial 
contributions have been made for im- 
provements to the property of the 
church where she worshipped, to the 
building of a hospital in the village 
where she resided and to aid in the 
creation of a camp in the Adirondacks 
for faculty and students of a State 
Teachers College where the major areas 
of study include camping skills, natural 
science, principles in education applied 


Mr. Remington 
practiced law before 
joining the bank in 
1930 as trust officer. 
He later headed the 
trust department, 
during which period 
he served as Presi- 
dent of the American 
Bankers Association 
Trust Division. One of the early graduates 
of the Graduate School of Banking at Rut- 
gers, the author is a past president of the 
Alumni Association of the University of 
Rochester. 





to camping, program planning and 
camping administration. 


For Young and Old 


In planning this camp it was felt that 
“youth needed a fuller knowledge of the 
natural environment, exposure to the 
democratic processes of group living and 
experience in the physical activities and 
health practices which are a part of a 
camping and outdoor education pro- 
gram.” Trusts of this character, which 
are general in their scope and applica- 
tion, can help greatly in improving a 
community in many varied ways. 


Another type of trust which has been 
used by corporations and _ successful 
businessmen who may wish to devote to 
good causes the full amount each year 
allowed as an income tax deduction is 
that which permits the trustee to pay 


‘over income and principal in its dis- 


cretion to corporations, trusts, chests or 
funds organized exclusively for religious. 
charitable, scientific, educational and 
kindred purposes. This permits a great 
leeway so that gifts to museums, art 
galleries, hospitals and other organiza- 
tions can be made. 


A third type of trust can have as its 
main object cultural development or 
any specific type of service which will 
be beneficial to the community. Augustus 
L. and Jennie D. Hoffman of Newark. 
New York, had a tremendous interest in 
encouraging historical and civic activi- 
ties in the County of Wayne in which 
they resided. Their Wills provided that 
“The Hoffman Foundation” be estab- 
lished for the purpose of preserving and 
exhibiting some splendid antiques and 4 
collection of clocks which they owned. 
and to encourage historical study and 
research. Through the aid of the Library 


Board and a group of civic-minded resi- | 


dents of Newark, who serve in an advi- 
sory way, their desires are being carried 
out. Recently “The Hoffman Founda 
tion Wayne County History Scholar- 
ship” has been established which at 
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present permits four separate awards to 
aid in college education of the successful 
participants. 


The town hall of Simsbury, Conn., is 
a $350,000 monument to a testamentary 
provision in a will under which Hart- 
ford National Bank & Trust Co. and its 
co-trustee have built a gem of Colonial 
architecture that serves as the center of 
political and community life. There is 
in this town hall, in accordance with 
the testator’s instruction, an auditorium 
for public meetings, concerts and dra- 
matic productions, and wings for the 
use of the Daughters of the American 
Revolution and a museum or confer- 
ence room. A trust under the will is 
established with $75,000 to be used for 


maintenance and repairs. 


The same bank is trustee for a fund 
with which a vocational school was built 
in East Haddam, Conn. The will per- 
mitted the bank to accumulate income 
under which provision an original fund 
of $535,000 was increased to $865,000. 
Erection of the building was carried 
out as directed for $100,000 and 180 
pupils obtained free instruction, the 
trust fund paying for teachers and up- 
keep. An unusual provision of the will 
required that, to avoid becoming politi- 
cally involved, a majority of the board 
of trustees should be officers or directors 


of the bank. 


Theaters to Civic Centers 


The Eastman Kodak Company has 
made use of a trust and a corporate 
trustee to provide income to pay a sub- 
stantial portion of the expenses of main- 
taining and operating Eastman House, 
the former residence of the founder of 
the Company, as a museum of photo- 
graphy. 

George Eastman House, Inc., an edu- 
cational corporation, owns this prop- 
erty in which the history of photography 
is shown to the public and students of 
photography in an interesting and edu- 
cational manner. The Dryden Theater is 
a part of this center where early and 
special films are shown and _photo- 
graphic exhibits of many kinds are held. 
The value of such a museum in a com- 
munity is indicated by the fact that 


223,000 people visited Eastman House 
in 1953. 


These illustrations are only a few of 
many situations where “private” trusts 
have provided a perpetual income to 
build and maintain libraries, museums, 
swimming pools, playgrounds and “pub- 
lic” buildings, through the generosity 
of public-spirited individuals. 
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Shaded by stately elms, main entrance of George Eastman House looks out on spacious 





lawns at 900 East Avenue, Rochester, N. Y. The photographic center is an inde- 


pendent educational institute chartered by 


In this nation, where historically 
opportunity is given through the free 
enterprise system to create substantial 
estates, it is heartening to read or hear 
about men and women of wealth creat- 
ing trusts to promote and further reli- 
gion, education, health and aid to those 
who may have been unfortunate. 


The range of these charitable gifts is 
amazing. There is no end to the good 
purposes that can be served. The tax 
free status of all these gifts allowed 
under the tax laws helps to encourage 
many prospective donors of substantial 
wealth to make even larger gifts than 
they originally might have intended. 


Social and Economic Welfare 


The administration of these trusts are 
in the hands of experienced trustmen. 
Their ability to exercise good judgment 
in deciding how these trusts shall be 
handled is developed largely through 
their knowledge of community life and 
affairs. 


The personal contributions which these 
men and women make in their business 
and social life constitute a backlog of 
experiences which is all important. Com- 
munity enterprises receive their constant 
attention. They are active in the Com- 
munity Chest and Red Cross organiza- 
tions. They will be found on hospital 
boards and boards which guide agencies 
caring for children, the aged, youth and 
families. 


Many trustmen, whether in a large 
city or rural community, are actively 
interested in organizations which add to 
the cultural side of the community such 


the New York State Board of Regents. 


as civic music, art galleries, photogra- 
phy and various types of museums. 


An interest in governmental and mu- 
nicipal affairs is important for a trust- 
man. His knowledge of civic planning, 
of all types, and of such things as a 
Bureau of Municipal Research, which is 
privately financed and conducts studies 
to assist city and county government to 
to operate more efficiently, will help 
him to be better rounded in administer- 
ing trusts which affect the community 
as well as making a definite contribu- 
tion through his active interest. 


The church and educational life of 
the community are more important than 
ever in these days of insecurity and dis- 
traction, to all the citizenry but particu- 
larly to the young people. In supporting 
these organizations by active participa- 
tion the entire level of the community 
can be raised since proper teaching of 
boys and girls permits character build- 
ing of high quality. 


The trustman of 1954 has a huge 
responsibility and a marvelous oppor- 
tunity as counsellor and administrator 
as well as trustee of socially constructive 
enterprises. The trustman has been 
doubly a patron of the arts and sciences 
for he actively has engaged in these 
important parts of community life both 
as a business and a vocation. 


As we look ahead and see the added 
opportunities for the arts and sciences 
in a life which will permit even more 
leisure, we can well envision the creators 
of trusts, the trusts themselves and the 
trustmen who administer them as true 
and important “Patrons of Arts and 
Sciences.” 
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50 Years of Probate Law 


CATCHING UP WITH CHANGING INFLUENCES | 
ON THE INHERITANCE PROCESS 


THOMAS E. ATKINSON 





Professor of Law, New York University School of Law 


Sper LAW IN 1904 HAD BEEN IN 
a stage of maturity for many years. 
Most of the principles and practices 
were workable, although in certain 
particulars there was need for reform 
in view of the conditions then existing. 
There have been great changes in the 
social, economic and political back- 
ground during the last five decades. 
Such things as the pronounced shift in 
population from the country to the city, 
a marked increase in wealth particularly 
with respect to personal property, higher 
standards of living for almost the entire 
populace, new and bigger taxes, great 
enhancement of life insurance and pen- 
sions, introduction of social security, 
a much higher percentage of women em- 
ployed outside the home, and a trebled 
divorce rate — all are illustrative of 
the many factors which have demanded 
changes in our inheritance process. 


Improvements which are in the na- 
ture of catching up with what should 
have been done long ago overlap with 
those ordered by the facts of contempo- 
raneous life. While noticing at the out- 
set the existence of the old and the new 
influences, this paper makes no attempt 
to separate them but confines itself to a 
general description of developments of 
the last fifty years. 


Intestate Succession 


Real vs. Personal 


Regardless of the fact that in most 
jurisdictions real property descends di- 
rectly to the heir while personal prop- 
erty passes to the personal representa- 
tive for distribution, there is no present 
reason why the beneficiaries or their 
shares should be different on account 
of the nature of the property. Most 
states have long had uniform tables of 
descent and distribution. 


Substantial progress has been made 
in this regard since 1904 so that there 
is now only a handful of cases of sepa- 
rate tables, although there is a some- 
what larger group of states where there 
are still differentiations resulting from 
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After practicing 
law for five years, 
Professor Atkinson 
began his law teach- 
ing career at the 
University of North 
Dakota in 1922. 
Thereafter he taught 
at the law schools of 
Michigan, Yale, 
Kansas, Northwest- 
ern, Ohio State, Harvard and Missouri, join- 
ing the faculty of New York University in 
1945. He is the author of Atkinson on Wills, 
American Law of Property (with others), 
and co-editor of Mechem & Atkinson Cases 
on Wills and Administration. He has also 
taken a prominent part in the drafting of 
several uniform and model acts relating to 
wills and estates. 








differences in the shares of the surviv- 
ing spouse. A number of states have 
increased the spouse’s shares in one way 
or another, and the same is true with 
respect to family allowances. 


Due largely to the erection of single 
inheritance tables for both real and 
personal property, the ancestral prop- 
erty doctrine is waning, although it 
still has some adherents, including the 
group of states which preserve a rem- 
nant of the principle in connection with 


defining the rights of the half-blood.1 


Spouse’s Rights 


There is both diversity in, and dis- 
satisfaction with, the present means of 
protecting the surviving spouse against 
disinheritance by will or inter vivos 
transfer. The eight community property 
states are still a compact group, al- 
though there were some temporary re- 
cruits which joined the ranks for tax 
advantages only to abandon the com- 
munity scheme upon passage of the 
Revenue Act of 1948. The dower group 
lost Mississippi in 1906, Nebraska in 
1907 and New York in 1930 but it 
still includes about half the states. Com- 
mon law dower is iron-clad protection 


insofar as it applies, but it is usually 


1See comment, 42 Yale L. J. 101 (1982). 


inadequate, particularly in case of the | 
average city dweller. Furthermore it is 
a troublesome impediment upon inter 
vivos transfer of land and this becomes 


acute in the case of marital difficulties } 


or mental incompetency of the spouse. 


In almost all of the states which have 
neither community property nor dower 
the surviving spouse may elect against 
the will to take a fractional share of 
all property left by the decedent, and 
the same is true as to personalty in most 
dower states. However. aside from a 
few jurisdictions permitting the survivor 
to claim a share of property transferred 
for the purpose of defeating the latter’s 
share, the election provisions usually 
give no protection against inter vivos 
transfers. 





It is now fairly clear in New York 
that any transfer which is recognized 
as valid generally in the law is effective 
to defeat the elective share, regardless 
of revocability or other testamentary 
characteristics of the transaction.” Re- 
cent legislation in Pennsylvania provides 
that a transfer by one who retains 
powers of appointment, of revocation. 
or of consumption may be treated as a 
testamentary disposition for the purpose 
of election by his spouse.* This is a 
partial application of the gross estate 
concept of the Federal Estate Tax Law: 
it may well indicate the direction in 
which other states will turn to meet this 
difficult problem. 


In addition to the general economic 
effect of death taxes upon the shares 
of the beneficiaries, there is now the 
particular problem of whether _ the 
spouse’s elective share is to be computed 
before or after taxes. Under the Federal 
and some state tax laws the amount 
passing to the spouse and_ included 
within the marital deduction or other 
exemption does not contribute to the 


2Matter of Halpern, 303 N.Y. 33, 100 N.E. (2d) 
120 (1951) (Totten trusts—see infra at note 16). 
However, only four of the seven judges place the 
decision upon the broad basis indicated in the 
above text. See also 1952 Annual Surv. Am. L. 688. 


%Pa. Estates Act of 1947 §11. 
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estate tax. Hence there is a reasonable 
basis for the position that the elective 
share should be computed before taxes 


| in order that the spouse may receive 
| the full advantage of the tax provision 


enacted for his or her benefit. Up to this 
time the elective share has been com- 


| puted before taxes in the increasing 


group of states which allow apportion- 
ment of taxes according to benefits re- 
ceived, and computed after deducting 
taxes in the non-apportionment states.* 


Adopted Children 


Fifty years ago there were a few states 
in which adoption resulted in no inheri- 
tance rights whatsoever, and in the 
typical jurisdiction the only established 
inheritance right consequent on adop- 
tion was by the child from his adopting 
parents. Since that time adoption has 
grown far more frequent and the gen- 
eral attitude toward it has become much 
more favorable. 


Inheritance rights on account of the 
ties of adoption by, through and from 
the adopted child have been greatly ex- 
tended by statute, and the recent tend- 
ency has been to declare that for pur- 
poses of inheritance the child is put in 
the bloodstream of his adoptive family 
and taken out of that of his natural 
family. The courts have also indicated 
a favorable attitude toward the adopted 
child by holding that he comes within 
pretermitted heirs and anti-lapse stat- 
utes, and even within the meaning of a 
testamentary provision for the “issue” 
of another person.® 


“Laughing Heir’’ 


Traditionally the next of kin inherit 
no matter how remote the relationship 
may be. Most jurisdictions still adhere 
to this position and in a few states some 
or all relatives of the predeceased spouse 
take in absence of blood kindred. Some- 
times this leads to a taking by the 
“laughing heir,” a distant relative who 
had no ties of dependence, friendship, 
or even acquaintance with the intestate. 
Often the property is split up into many 
small shares which do no one much 
good, or there is protracted litigation to 
ascertain which of the claimants are the 
true heirs.® 


Maryland has long had a compara- 
tively mild limitation which declares 


‘Wachovia Bank & Trust Co. v. Green, 236 N.C. 

654, 73 S.E. (2d) 879 (1953); see American Bar 
Association, Report of Committee on Trust and 
Probate Decisions, Probate and Trust Division 
Proceedings, 36 (1952) also published in 91 Trusts 
AND ESTATES 768 (1952). 


‘Matter of Upjohn, 304 N.Y. 366, 107 N.E. (2d) 
492 (1952), 


*See Garrett Estate, 372 Pa. 438, 94 A. (2d) 
357 (1958) (28 years). 





Marcu 1954 


an escheat when the intestate does not 
leave close relatives. Following the 
Model Probate Code and the English 
provision of 1925, Kansas, Pennsyl- 
vania, and Indiana deny inheritance if 
the claimant is more remote than the 
grandparents’ lines. Probably there will 
be more legislation of this type. 


Wills 
Equal Rights and Formality 


During the period under survey the 
last vestiges of testamentary disability 
on account of coverture have disap- 
peared, and the same is almost true of 
provisions fixing a lower testamentary 
age for women than for men. Fifty 
years ago several states had different 
requirements of formality for wills of 
realty and of personalty, including dif- 
ferences in the necessary number of 
attesters. All such distinction has dis- 
appeared, Tennessee being the last state 
with its adoption of the Model Execu- 
tion of Wills Act. However, a handful 
of states still permit one to will personal 
property at a younger age than in the 
case of land. 


Apparently the various states have 
been satisfied with their traditional posi- 
tions as to such matters as signing at 
the end, publication, and signing by 
witnesses in the presence of the testator 
and of each other. There have been 
practically no statutory changes in these 
regards and the case law development 
has not been significant. 


Likewise there has been no change in 
the group of states which allow unat- 
tested holographic wills. Tradition is 
probably a greater factor for recogni- 
tion than any conscious desire to favor 
easy disposition when there is a guar- 
antee of genuineness due to the will’s 
being entirely in the testator’s hand. A 
contrary tradition, as well as difficulties 
due to the presence of typed or printed 
words or of an inadequate date, and to 
disputes over testamentary intent in the 
case of letters or other informal docu- 





ments, are the factors which hold the 
non-holographic wills states to their 
position. 


Incorporation by Reference 


The doctrine of incorporation by re- 
ference of a nontestamentary paper for 
the implementation of the will is old,’ 
but there has been increased recognition 
and application of the principle in the 
last half century. Connecticut and New 
York have been strongholds of opposi- 
tion upon the ground that a disposition 
according to an external document vio- 
lates the requirements for execution of 
wills. Yet New York by decision in 
1932, and Connecticut by statute in 
1953,® permit testamentary disposition 
in accord with terms of a formal trust 
established by the testator in his life- 
time. In such cases the concepts of in- 
corporation by reference and of refer- 
ence to a nontestamentary act tend to 
coalesce. 


Each jurisdiction has its own prob- 
lems as to the pour-over process which 
is permissible under either or both of 
these doctrines. The situation calls for 
skillful draftsmanship and the whole 
matter becomes acute when the living 
trust is amendable.’° We can expect 
further case law developments, but in 
many states the desired flexibility can- 
not be insured without legislation. The 
drafting of an effective statute will not 
be an easy undertaking, but it is an 
appropriate one in which trustmen 
should expend their best efforts since 
they are so vitally concerned. 


Revocation 


Aside from a better understanding of 
the doctrine of dependent relative revo- 


7Allen v. Maddock, 11 Moore P. C. 427 (1858); 
Newton v. Seaman’s Friend Society, 130 Mass. 91 
(1881). 


8Matter of Rausch, 258 N.Y. 327, 179 N.E. 755, 
80 A.L.R. 98 (1932). 


®Conn. Pub. Acts, 1953, #442(1). 


10See Shattuck, ‘“‘Pour Over’’ Trusts: A Renewed 
Warning to Draftsmen, 91 TRUSTS AND ESTATES 
207 (1952) discussing other current articles. 





From First National Bank of Chicago’s booklet “Time to change your mind about your will?” 
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cation,’ there has been little change in 
the law of revocation by mutilation or 
subsequent will. More developments may 
be noted in the principles of revocation 
by operation of law. 


Both statutory and case law since 
1904 show a tendency to abolish the old 
distinction between the man’s will re- 
voked only by subsequent marriage plus 
birth of issue, and the woman’s will 
revoked by her marriage alone. What- 
ever the rule is to be, it should be the 
same for both sexes. A few states have 
abolished the principle of revocation by 
operation of law altogether, since the 
afterborn child can take his intestate 
share and the surviving spouse may 
elect at least a substantial share against 
the will. 


However, it is reasonable that divorce, 
particularly when accompanied by a 
property settlement, should work a re- 
vocation of testamentary provisions for 
the former spouse. In some states flex- 
ible statutory provisions regarding re- 
vocation by operation of law have per- 
mitted the courts to reach this result; 
in certain other jurisdictions there has 
been express legislation that divorce 
revokes legacies and devises to the ex- 
spouse.!* 


Improvement in Administration 


By 1904 there were few, if any, juris- 
dictions wherein the court of probate 





MSee Linkins v. Protestant Episcopal Cathedral 
Found., 187 F. (2d) 357 (C.A.D.C. 1950); Warren, 
Dependent Relative Revocation, 33 Harv. L. Rev. 
337 (1920). 


128See Model Probate Code §53 (1946) and com- 
ment thereto. 
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was not a court of record. However, 
there were badges of inferiority in 
almost all states. The most common was 
by provision for appeals from the pro- 
bate court to the court of ordinary trial 
jurisdiction, remedied in New York in 
1914, and in Massachusetts in 1920. 
There has been more progress by aban- 
doning the schemes for trial of will 
contests and for ordering sales of land 
in the courts of general jurisdiction, 
although in some states these practices 
still remain. 


Limitations of these natures are the 
concomitants of systems which do not 
require the judge of probate to be 
learned in the law. Personnel and juris- 
diction go hand in hand. While substan- 
tial improvement has been made in the 
last fifty years, few states in fact treat 
their probate tribunals as_ superior, 
though specialized, courts. This is be- 
cause they are still usually manned by 
judges whose qualifications, tenure, 
compensation and general powers are 
not equivalent to those of judges of the 
general trial courts. 


However, there is little doubt but that 
decedents’ estates are administered more 
efficiently than they were a half century 
ago. Better laws account for some of 
the gain; credit must also be given to 
those engaged in carrying out the pro- 
cess. A better bar and more able probate 
judges have played a part in the im- 
provement; the professional fiduciary 
has also been an important factor in 
stepping up standards of performance. 
It is not difficult to see the reason for 
the latter’s contribution. Specialization, 
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that our readers will want extra souvenir copies for their own 
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perfection of routine and a breadth of i 


facilities give the trust department ca. 


pacities for service which the ordinary | 


individual executor does not possess 
while competition and the exposed posi- 
tion of the institution guarantee the ful- 
fillment of its potentialities. 


Finally, the criterion set by the cor- 





porate fiduciary tends to become the |’ 


yardstick of performance expected of 
every personal representative. Doing a 
good job often results in benefits beyond 
the task in hand. It is much in this way 
that TRusTs AND EsTaTEs, now celebrat- 
ing its fiftieth birthday, has long been | 
of invaluable assistance to members of 
the legal profession engaged in the es- 
tates field regardless of whether they are 
connected with corporate fiduciaries, in 
whose interests the publication was or- 
iginally founded. 


o 


Liberalized Jurisdiction and 
Powers 


Increased jurisdiction of probate 
courts over the decedent’s real property 


has been accompanied by greater powers \ 


of the personal representative over the | 
land. New York has recently provided 
that without order of court the execu- | 
tor may sell the realty except where it 





long been provisions in some states per- 
mitting the personal representative to 
take possession of decedent’s land and 
to collect the rents and profits, other 
states have joined the ranks in recent 
years. Furthermore, most jurisdictions 
which have recently overhauled their 
probate codes now provide that the per- 
sonal representative must take posses- 
sion of the realty, and thus tend to 
assimilate treatment of real and _per- 
sonal property for purpose of admini- 
stration. An increasing number of states 
have provisions that the final decree 
distributes both real and personal prop- 
erty and thus operates as a monument 
of title as to the former. 


All this indicates that we are ap- 
proaching the result of symmetrical 
treatment of real and personal property 
in the process of succession. In several 
respects the doctrine that realty goes 
directly to the heirs or devisees, while 
the title to personalty passes to the 
personal representative, has become 4 
hollow shell. Total abandonment of this 
distinction is the last step in the process 
of assimilation, already taken in Eng- 
land where all property vests in the 
personal representative with full power 


13Decedent Estate Law §13, as amended in 1947. 
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is specifically devised or the will pro- 
vides otherwise.'* Although there have 
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to administer, and in California and 
several other states where the statutes 
declare that both realty and personalty 
pass to the beneficiaries subject to the 
control of the court and the possession 
of the personal representative.'* 


A marked tendency everywhere is to 
shorten the nonclaim period. Half a 
century ago, the period was typically 
two years; today it is seldom more than 
one year, sometimes less, This results in 
an important gain of speed in the settle- 
ment of estates since the nonclaim pe- 
riod is the gauge of the minimum dura- 
tion of administration. 


A parallel tendency appears as to the 
time allowed for contest of wills in 
states where contest takes place after 
probate. It was formerly not uncommon 
to permit contest as late as five years 
after probate; today the period is sel- 
dom more than a year. 


Small Estates 


There has always been considerable 
avoidance of administration when the 
decedent left only a small amount of 
property. Formerly when the identity 
and integrity of the surviving relatives 
and the condition and extent of the es- 
tate were known, debtors of the decedent 
often were willing to assume the risk 
attendant upon payment of the claim to 
the survivors as a matter of accommo- 
dation and neighborliness. Under con- 
ditions of our urban and migratory life 
today, there are fewer cases where 
favors of this sort can be expected. 


The present situation calls for means 
by which debtors, or others controlling 
assets which belonged to the decedent, 
may discharge their obligations by pay- 
ment or delivery to members of the sur- 
viving family when the estate is small 
and administration is not worth the 
candle.!° In many respects it is not im- 
portant whether the interest is deemed 
to belong to the family, or whether a 
subsequently appointed administrator 
may recover from them for the benefit 
of creditors. As a practical matter it 
likewise makes little difference whether 
the survivors can demand payment, or 


whether it is voluntary on the part of 
the debtor. The vital thing is the exist- 
ence of some applicable device which 
will protect the decedent’s debtor in 
making payment to the survivors so 
that the time and expense of administra- 


tion may be avoided. The rights of 


MUS ¢, 
14.34, 


§§86-92 (1946); infra notes 16-21. 


a Basye, Dispensing with Administration, 44 
Mich. L. Rev. 329 (1945); Model Probate Code 


American Law of Property §§14.7, 14.33, 


Marcu 1954 


creditors must not be neglected, but 
creditors can be afforded reasonable 
protection without enforced administra- 
tion of every tiny asset. 


One class of devices is the utilization 
of traditional concepts of inter vivos 
transfers or transactions as a substitute 
for succession upon death. Life insur- 
ance payable to a beneficiary and the 
joint estate have long been used to this 
end. While there are tax traps in con- 
nection with the latter and difficulties 
may be encountered in case of marital 
discord, it remains a practical means of 
dispensing, at least pro tanto, with ad- 
ministration of many small estates. The 
facility of payment clause of industrial 
life insurance policies has a similar 
utility and has grown enormously in 
popularity in the last five decades. 
Furthermore we have seen developments 
in various uses of the third party bene- 
ficiary concept so that the beneficiary 
becomes entitled to the interest upon 
the death of the promisee. Here, how- 
ever, the employment of the plan with- 
out competent legal advice may result 
in its defeat due to local rulings that 
the transaction is testamentary. 


Probably the most important develop- 
ment in the field of substitutes for wills 
has been the tentative bank account 
trust established by Matter of Totten in 
1904.16 This contrivance has been called 
the poor man’s will, since it dispenses 
with the necessity of a testamentary 
instrument and of probate and admini- 
stration with respect to the account, 
and at the same time affords the im- 


16179 N.Y. 112, 71 N.E. 748 (1904). 


portant testamentary characteristics of 
selection, revocability and exclusive do- 
minion by the depositor in his lifetime. 


Statutory provisions allowing pay- 
ment of the decedent’s bank accounts, 
life insurance and wage claims to desig- 
nated members of his family have been 
expanded greatly in recent years.’ 
Qualification usually depends upon the 
size of the particular claim, although 
a recent variant in New York requires 
the furnishing of an affidavit that no 
more than a specified total sum is being 
collected under the authority of the 
statute.'® 


Another type of statutory procedure 
necessitates a minimum of court proced- 
ure. Upon proof that the estate does not 
exceed a certain sum, the probate court 
may issue an order permitting the 
spouse or other heirs to collect the 
assets without administration.’® Missouri 
legislation drafted in 1877 by Judge 
Woerner, the author of the classic 
American Law of Administration, was 
the first of this kind but the procedure 
has been adopted in many other juris- 
dictions in the last fifty years.° 


Finally there are schemes for abbre- 
viated administration of small estates. 
The Model Small Estates Act provides 
for termination of administration when- 
ever it appears that the total assets do 
not exceed the amount of family allow- 


1wN. Y. Leg. Doc. 
seq. 

18Decedent Estate Law §103a, 
1953. 

19See Basye, supra, note 15 at 357. 


20Coral Gables First Nat. Bank v. Hart, 155 Fla. 
482, 20 So. (2d) 647 (1945) (constitutionality). 


(1951) No. 65 (M) ‘at 55 et 


as amended in 


Ancillary Administration 


When you require ancillary adminis- 
tration in Michigan, our complete 
facilities are at your service. We also 
welcome the opportunity to act as 
co-transfer agent, co-registrar and in 


all types of personal and corporate 


trust capacities. 
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ances, exemptions and homestead. This 
result could probably be reached with- 
out specific legislation. Suggested by a 
pioneer California statute, recent legis- 
lation in a few other states contemplates 
expediting proceedings by elimination 
or simplification of the ordinary steps 
when the estate does not exceed a desig- 
nated amount.”! The Model Act has a 
well developed plan along this line. 


Ancillary Estates 


The number of decedents’ estates 
which cut across state lines has in- 


“Basye, supra note 15 at 355; Staver, A Sug- 
‘gested Statute for Administering Small Estates, 88 
TRUSTS AND EsTATEs 553 (1949). 


First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 

It administers a large volume of 
trust business and operates on 
the efficient ‘“‘staff and line’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “‘line”’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 











creased greatly in the last fifty years. 
Whenever the decedent owned interests 
in more than one state, we are con- 
fronted with the question of necessity 
of ancillary administration. The answer 
usually depends upon whether dece- 
dent’s debtors in the ancillary jurisdic- 
tion may safely pay the domiciliary rep- 
resentative in absence of knowledge of 
a local ancillary administration. In some 
states, largely because of legislation 
enacted in the last five decades, the 
domiciliary representative can discharge 
the claims, at least under certain circum- 
stances, but elsewhere there is no such 
protection or the matter is clouded in 


doubt. 


With the idea of dispensing with 
ancillary administration when there is 
no application therefor, the Uniform 
Powers of Foreign Representatives Act 
was promulgated, with its key provision 
that in absence of notice of local ancil- 
lary proceedings the foreign domicili- 
ary representative has all the powers of 
a local personal representative. A com- 
panion act, the Uniform Ancillary Ad- 
ministration of Estates Act, is designed 
for cases where there is application for 
a local ancillary administration. Its 
fundamental philosophy is that the es- 
tate in both jurisdictions should be ad- 
ministered as a unit insofar as this is 
possible. Among a number of provisions 
to this end is one to the effect that the 
domiciliary representative, including a 
corporate fiduciary, is eligible and pre- 
ferred for local. appointment. 


A third act, the Uniform Probate of 
Foreign Wills Act, also carries out the 
unitary ideal by a provision that the 
domiciliary probate or rejection from 
probate is conclusive in the local ancil- 
lary jurisdiction, except where the will 
was rejected at the domicile upon 
grounds which would not be sufficient 
for rejection of a will of a testator who 
died domiciled locally. The three acts 
are so framed that they will fit into 
the scheme of probate and administra- 
tion of any state; together they consti- 
tute all that a probate code need contain 
with respect to ancillary estates. Yet, in 
spite of the fact that the acts were 
promulgated in 1944, 1949 and 1951 
respectively, the first has had no adop- 
tions while the second and third have 
been enacted only in Wisconsin. It is 
to be hoped that the next half century 
will bring about better progress in this 
regard.** 


2See Atkinson, The Uniform Ancillary Adminis- 
tration and Probate Acts, 67 Harv. L. Rev. 619 
(1954). 


Probate Codes 


The importance of probate law is in. 
dicated by the constant struggle to im. 
prove it. In the last fifty years there has 
been a striking tendency to codify the 
statutory law of succession so that the 
whole is arranged under appropriate 
topics each of which contains both sub. 
stantive and procedural provisions re- © 
lating to the particular matter.** 


Revisions resulting in probate codes 
appeared between 1931 and 1941 in 
Ohio, California, Florida, Minnesota, 
Kansas, Illinois and Nevada. The Model 
Probate Code appeared in 1946. It fol. } 
lowed many of the provisions of these | 
recent codifications as well as the best | 
features of the laws of other states, and ; 
also made certain innovations in the in.- | 
terest of simplification, uniformity and 
expedition. Its influence can be seen in 
subsequent revisions of probate law in 
Pennsylvania, Arkansas and Indiana. 
Its capacity to stimulate and direct the | 
reform of probate law is bound to con- 
tinue. 


Voice from the Past 


Judge Woerner died at the turn of 
the century. He was not only a learned 
writer but also an able probate judge 
and a practical law reformer. I can 
think of no better way to summarize 
the developments during the last fifty 
years than to imagine his reactions after 
a careful survey of the present status 
of our probate law. Here is what I think 
he might say to us: 





“Fundamentally you have the same 
principles, concepts and _ institutions 
with which I worked. You have ac- 
complished many of the reforms 
which were forecast in the nineteenth 
century. Some of the innovations 
puzzled me at first, but after I real- 
ized the background developments 
which have taken place I can under- 
stand them too. While there are still 
existing provisions and _ practices 
which had been outgrown even in my 
day, progress as a whole has been 
good — in some states very good. 


“But your efforts must not abate. 
There is much catching up to be done 
and the next fifty years will bring 
new problems and the solutions must 
be found. The men and the organiza- 
tions engaged daily in the processes 
of succession must apply their experi- 
ence and their imagination for the 
betterment of the law. It is not only 
a question of responsibility and pride 
in your field of endeavor. It is also 
a matter of patriotism, for an anti- 
quated probate law could become one 
of the most vulnerable spots in the 
American way of life.” 


%4See Codification of Probate Law, in Field Cen- 
tenary Essays 177, passim (1949). 
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MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition 
December 31, 1953 


RESOURCES 


Cash and Due from Banks . . . $ 882,219,593.02 
U. S. Government Securities . . . 833,048,304.74 
U. S. Government Insured F. H. A. 

eS ae ele ee 81,410,689.37 
State, Municipal and Public Securities 135,850,386.05 
Stock of Federal Reserve Bank . . 4,511,700.00 
Other Securities . . . . « « » -28,084,495.54 
Loans, Bills Purchased and Bankers’ 

a ae 917,612,832.12 
14,434,348.73 
14,918,335.67 
13,537,850.23 
7,484,154.94 


$2,933,112,690.41 


s+ +f ce ee 

en ee. lk Se 
Customers’ Liability for Acceptances 
Accrued Interest and Other Resources 


LIABILITIES 


Capital . . . . $ 50,390,000.00 
Surplus . . . .  100,000,000.00 
Undivided Profits . 29,279,761.30 $ 179,669,761.30 


Reserves for Taxes, 

Unearned Discount, Interest, etc. . 
Dividend Payable January 15, 1954 
Outstanding Acceptances . . . . 
Liability as Endorser on Acceptances 


21,903,581.72 
1,889,625.00 
13,985,931.63 


14,629,344.74 
1,635,734.97 
2,699,398,711.05 


$2,933,112,690.41 


and Foreign Bills . . . » % 
Other Liabilities . . . ofa 


Depecla.. 4-4 << ww 


United States Government and other Securities carried at $141,426,848.42 are pledged to 
secure public funds and trust deposits and for other purposes as required or permitted by law. 


Head Office: 55 Broad Street, New York City 


MORE THAN 100 OFFICES IN GREATER NEW YORK 


Member Federal Deposit Insurance Corporation 
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Broader Trustee Powers Feature 


50 Years of Trust Investment 


BASCOM H. TORRANCE 


Vice President, City Bank Farmers Trust Company, New York 


N Marcu 1904 A NEW PUBLICATION AP- 
| peared in the magazine field. Entitled 
Trust Companies, its initial cover page 
stated that it would be “devoted to the 
interests of trust companies of the United 
States.” Its opening editorial announce- 
ment pointed out that no other finan- 
cial institutions of comparatively recent 
growth had made such giant strides and 
at the same time “are so little under- 
stood outside of those immediately in- 
terested.” This last statement unfortun- 
ately still has some application today. 
The editorial went on to say that the 
magazine would appeal to those who 
recognized that the most valuable asset 
of a trust company was in “preserving 
a high standard of conservatism and 
business integrity.” 


Into what kind of economic and 
fiduciary world was the new publication 
making its appearance? Great have been 
the changes over the intervening years 
in the functions of trust companies and 
in the world about us. In 1904 the 
country had already shifted permanently 
from a predominantly agricultural to 
a predominantly industrial economy. Yet 
the automobile industry, now the coun- 
try’s largest, was just getting under way. 
A paved highway of any length outside 
the limits of our largest cities was a 
rarity. Ford had formed his own com- 
pany only two years before, with a 
paid-in capital of $28,000, and what is 
now the great General Motors Corpora- 
tion, the country’s foremost industrial 
enterprise, had not yet been organized. 


Only a few months before, the Wright 
brothers had made their first short flight 
at Kitty Hawk. Three years before, in 
1901, J. P. Morgan had organized the 
U. S. Steel Corporation as our first 
billion dollar corporation. Theodore 
Roosevelt was interesting himself in these 
giant combinations, and embarking upon 
his “trust-busting program,” which was 
to see the dissolution of the tobacco and 
Standard Oil “trusts”. Marconi was still 
working to improve his wireless, and 
only three years before had sent his 
first signal across the Atlantic Ocean. 
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Our gross national product was running 
around $25 billion a year against some- 
thing like $370 billion today. Our Fed- 
eral debt was under $1 billion, and the 
Federal budget under $600 million, less 
than three days’ spending under our 
present budget. 


Attributes of Corporate Trustee 
What about the fiduciary field, which 


it was the announced purpose of the 
new publication to serve? Although the 
trust device in some form had been in 
use for several centuries, there was little 
statutory law on the subject, and most 
of our own trust law had been inherited 
from English cases. At the Harvard Law 
School, for example, one of the first 
to establish a course on trusts, Professor 
Scott has reminded us that only a few 
of the cases studied were American, and 
of these about half were from Massachu- 
setts and New York.! 

Incidentally, not one of these cases 
involved a corporate trustee. This is 
somewhat surprising in view of the fact 
that the states had begun giving corpora- 
tions the right to act as trustees as 
early as 1822. It is interesting too that 
the first edition of Loring’s Handbook, 
in 1898, expressed little enthusiasm for 
corporate trustees, claiming that they 


iSee “Fifty Years of Trust Law,” Austin Wake- 
man Scott, TRUSTS AND EsTaTEs, Feb. 1947, p. 228. 








The author, a grad- 
uate of Harvard Un- 
iversity, is vice pres- 
ident of City Bank 
Farmers Trust Co. 
and the National 
City Bank of New 
York and acts as 
senior investment 
officer on trusts and 
estates. He is cur- 
rently a member of the executive commit- 
tee of the Trust Division, New York State 
Bankers Association. His long experience 
and past service as chairman of the Trust 
Investment Study Committee of that associa- 
tion, which prepared the way for the 1950 
liberalization of the New York trustee in- 
vestment law, lend added authority to his 
observations upon trustee investment. 





lacked “the advantages of personal man- 
agement,” a view sometimes heard even 
today, although this early comment has 
disappeared from subsequent editions 
of Loring. By contrast, however, an 
article in the first number of Trust 
Companies waxed eloquent over the 
qualifications of corporate trustees: 


“The agent to whom these various 
(trust) duties are committed must be 
always well and at home; must never 
run away and never steal; must have 
no exemptions; must have life ever- 
lasting; must be rich, and stay rich; 
must have no partialities; must be 
subject to no political influences; * * * 
and must have the learning, the ex- 
perience, the discretion not only of 
one man, but of a number of the most 
successful men in the community. 
Such is the Trust Company.” 


Opposed Investment Philosophies 


Coming specifically to the  invest- 
ment field, what do we find in 1904, and 
what have been the major developments 
since that time? Perhaps the one of 
greatest general interest has been the 
growing liberalization of trust invest- 
ments. For many years there had grown 
up in this country two somewhat diver- 
gent philosophies of fiduciary. invest- 
ment, sometimes conveniently  distin- 
guished as the Massachusetts rule and 
the New York rule. Oddly enough, both 
stemmed from the same basic statement 
of principle, familiarly known as the 
rule of prudence, as enunciated in the 
famous Harvard College case in 1830. 
As all trustees know, the Massachusetts 
view held in effect that a trustee should 
have the broadest latitude, including the 
right to buy common stocks, subject 
only to such discretion as would be 
shown by a prudent man when invest- 
ing rather than speculating, to use 
language simple rather than precise. 


The New York view, on the other 
hand, as expressed in the leading case 
of King v. Talbot in 1869, held that 
prudence in investing other people’s 
money did not and should not contem- 
plate investment in stocks. Perhaps it is 
too often forgotten that those were the 
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days of such flamboyant operators as 
Jay Gould, Jim Fisk, and Daniel Drew; 
in fact, Judge Woodruff’s historic 
opinion came in the spring of the same 
year as the famous “Black Friday” engi- 
neered by Gould and Fisk. Small wonder 
that a court would frown upon the use 
by trustees of a form of investment 
which could so easily become a play- 
thing for speculators and an instrument 
of financial manipulation. 


A generation later, however, in 1900, 
there had been a New York decision 
which reflected an important departure 
from the earlier view in King v. Talbot. 
In the famous “umbrella case,” in which 
a trustee with broad powers had been 
surcharged for purchasing stock in a 
new and unseasoned company, although 
one similar to the business in which 
the decedent had been engaged, the 
Court had said: 

“If the trustees had invested in the 
stock of a railroad, manufacturing, 
banking, or even business corporation, 
which, by its successful conduct for 
7 long period of time, had achieved 
a standing in commercial circles and 
acquired the confidence of investors, 
their conduct would have been justi- 
fied, although the investment proved 
unfortunate.’ 


Here, then, was judicial recognition 
that stocks of established and successful 
companies could, under certain circum- 
stances, be appropriate for trustees, But 
not for another fifty years, and after 
other similar decisions, was such a view 
to be given even moderate statutory 
recognition in New York. 


Statute Management in New York 


Of the little statutory law on trusts 
in those early years, it is interesting 
that a good deal of it had to do with 
investments, and that this law was 
essentially restrictive. In fact it was not 
until 1902 that a state as important as 
New York enacted its first legislation 
having to do with investment in securi- 
ties by trustees, and even then did so 
in a curious manner. Instead of writing 
a separate statute for trustees, New York 
permitted them to invest, with some 
exceptions, in the same kinds of in- 
vestments as those permitted to savings 
banks. 


Just why this link to the savings banks 
originally was established, no one seems 
to know. Perhaps it was a matter of 
convenience. Perhaps when it was finally 
decided to enact statutory provisions 
governing fiduciary investments, the 
New York Legislature evidently felt that 


*Maiter of Hall, 164 N.Y. 196, 200, 58 N.E. 11, 
12 (1900). 
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those already in force governing savings 
banks were as good as any new ones 
that might be written. Or, the action 
may have reflected a view that trust 
funds and savings bank deposits were 
substantially similar in character, a view 
which has occasionally been found else- 
where, but one which analysis shows to 
be essentially incorrect. 

Whatever the reason, the link between 
savings bank and trust investments in 
New York persisted until 1950, when 
the first step toward dissolving it was 
taken, and from the time of the 1902 
enactment New York became perhaps 
the leading stronghold of the so-called 


“legal list method” of controlling trust 
investments. Of course investments per- 
mitted to savings banks and trustees 
in New York were somewhat broadened 
from time to time. Toward the end of the 
nineteenth century, for example, in 
recognition of the growing railroad in- 
dustry, certain railroad obligations were 
made legal. But not until 1928 would 
public utility bonds be admitted, and 
not until the legislation of 1950 would 
any industrial issues be recognized. 


Restrictive Concept Widespread 


The record in New York is typical 
of that in many other states. In fact, 
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SPREAD OF THE PRUDENT MAN RULE 


Shaded areas indicate full Prudent Man Rule for trust investment is in force. Of these 
states, Kentucky, Maryland, Massachusetts, Missouri, North Carolina, Rhode Island and 
Vermont have the Rule by virtue of judicial decision. Hawaii also has the full Rule but for 
corporate fiduciaries only. West Virginia has the full rule for charities only. 


In addition to these jurisdictions, the following have the prudent man rule up to a 
stated percentage of the fund, or permit limited investment in common stocks generally 
or satisfying prescribed standards: District of Columbia, Indiana, Nebraska, New Hamp- 
shire, New Jersey, New York, North Dakota (for corporate fiduciaries only), Ohio, Penn- 


sylvania, South Carolina and Wisconsin. 


for more than one hundred years most 
of the states leaned toward the New 
York, rather than the Massachusetts, 
rule in the investment of trust funds. 
And so it happens that in 1904 we find 
trust investments in most jurisdictions 
limited to fixed income securities. The 
classes of investments generally per- 
mitted to trustees included mortgages, 
obligations of the United States Govern- 
ment, obligations of the states and their 
political subdivisions, sometimes with 
restrictions even within this field, and 
in some states certain designated classes 
of corporate bonds. At the time, only 
four states in addition to Massachusetts, 
namely, Maine,® Maryland, Rhode 
Island, and Vermont, were following 
the Massachusetts Rule, all under author- 
ity of court decisions. 


The rise of the legal list idea, and 
its prevalence for so long a time, is not 
hard to understand. At the time of the 
Harvard College decision in 1830, we 
were still predominantly an agricultural 
country. Relatively few corporate se- 
curities were available. Our great indus- 
trial development, bringing a wide ex- 
pansion in the field of corporate securi- 
ties, was still to come. It was only 
natural, therefore, that a court should 
state a guiding principle of trust in- 
vestment in general rather than in 
specific terms. 


%In 1945 Maine enacted a prudent rule statute. 
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The subsequent development of a rich 
and growing country brought not only 
periods of great prosperity, but also 
periods of financial excess and severe de- 
pression. The mixed experience of in- 
vestors in these days of virtually un- 
regulated enterprise and meager invest- 
ment information led to decisions such 
as King v. Talbot in New York, and 
suggested the need for some sort of 
objective standards by which careful 
investors could be guided. The wisdom 
of incorporating these standards into 
statutes is quite another question. But 
indicative of the anxiety of some states 
to protect their trustees from the grow- 
ing pains of a young economy were the 
constitutional prohibitions against pri- 
vate corporate securities, either bonds or 
stocks, in states such as Colorado, Penn- 
sylvania and Alabama, those in Pennsyl- 
vania and Colorado having been re- 
moved only in relatively recent years, 
and the one in Alabama still surviving. 


Today, wholly apart from improved 
facilities and vastly expanded sources 
of information, we have abundant evi- 
dence that these statutory restrictions 
can be a hindrance rather than a help. 
For a time, however, they served a 
purpose; they were “period pieces,” and 
like other things that outlive their use- 
fulness, they are passing from the scene, 
after the fashion of the horse car, the 
hoop skirt, and the bustle. 


Greater Trustee Freedom Sought 


As we come forward in the present 
century, we find trustees out over the 
country looking more and more envious- 
ly at the latitude allowed trustees in 
Massachusetts and at the sympathetic 
attitude of Massachusetts courts. Here 
and there efforts were made to break 
away from the old restrictions, but not 
until relatively recent years was any 
notable progress made. In 1937 Mich- 
igan enacted the prudent man rule, and 
from that year to date there has been 
a persistent procession toward more 
flexibility and freedom in fiduciary in- 
vestments. Today, 27 jurisdictions are 
using the prudent man rule in unre- 
stricted form, with 12 additional ones 
operating under a modified version, 
making 39 in all which have abandoned 
the more restrictive view. (See map.) 


The modified version of the prudent 
man rule usually takes the form of a 
requirement that a certain portion of a 
trust be invested in designated statutory 
legals, with a limited discretionary area 
in which other investments, including 
stocks, may be chosen by the trustee 
subject to the overriding rule of pru- 
dence, with the discretionary limits 
ranging all the way from 30% to 50% 
of the value of the trust. Sometimes cer- 
tain standards are set for these discre- 
tionary investments, such as earnings 
tests, requirements for listing and the 
like. Only seven states are left which 
still limit trustees to bonds or other 
forms of fixed income investment, just 
one more, incidentally, than the num- 
ber of states using the prudent man rule 
as recently as 1937. These figures in- 
dicate how sweeping the change has 
been. 


It is worth emphasizing that these 
changes have been spearheaded by 
trustees themselves, primarily by cor- 
porate trustees. It was through their 
committees and associations in the sev- 
eral jurisdictions that the necessary col- 
lective action could be organized and 
carried through. Sometimes repeated and 
prolonged efforts were necessary, as in 
Tennessee, Ohio, and elsewhere. In New 
York, several years of study preceded 
even a request for legislation. These 
changes were sought because, as already 
indicated, old statutes were becoming 
outmoded and often failing of their pur- 
pose; they had not kept pace with the 
great expansion in the field of available 
investments, and in many instances were 
imposing upon trust beneficiaries need- 
less sacrifice and income hardship. In 
short, trustees desired a better chance 
to do a better job. 
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Common Funds Prove Value 


A second development of major im- 
portance, roughly paralleling in time the 
liberalization of trust investments, has 
been the growth of common trust funds. 
Only those with knowledge of the trust 
field fully realize the revolutionary 
nature of this particular development, 
for the whole common trust fund idea 
runs directly counter to the established 
legal principle that the funds of one 
trust must not be mingled with those of 
another. For this reason, courts, legisla- 
tures, and supervisory authorities had 
to be convinced of the usefulness of com- 
mon trust funds and persuaded that 
they could be properly set up and prop- 
erly administered. 


Not only was local enabling legisla- 
tion necessary in the several states, but 
Federal legislation as well in order to 
establish tax exempt status for such 
funds, and the Board of Governors of 
the Federal Reserve System, because of 
its supervision over the trust operations 
of national banks, had to be persuaded 
to amend its regulations to permit opera- 
tion of common trust funds. All of this 
required time and patient effort. 


And once more, as with the broaden- 
ing of investment laws, the whole move- 
ment has been led by the trustees them- 
selves, in this case wholly by corporate 
trustees, for common trust funds are 
designed primarily for trusts of small 
and medium size, and it is the corporate 
trustees who administer large numbers 
of such trusts. The common trust fund 
device thus serves a double purpose, 
simplifying and reducing investment 
operations for trustees while giving to 
small trusts the centralized supervision 
and broad diversification of a large 
portfolio. 


When the Federal Reserve regulations 
on common trust funds first became 
effective in 1937, only five states auth- 
orized such funds. Today, they are 
authorized in 42 jurisdictions, including 
the District of Columbia and Hawaii. 
The maximum participation permitted to 
any one trust was $25,000. This was 
later raised to $50,000, and in 1951 to 
$100,000. At present six states, Alabama, 
Massachusetts, Michigan, Minnesota, 
New York and Pennsylvania, have raised 


their limits to $100,000, and Georgia, © 


interestingly enough, has raised its maxi- 
mum to $150,000, apparently hoping 
ultimately for some further increase in 
the present Federal Reserve maximum. 
The other jurisdictions have no estab- 
lished limit. In New York State alone 
32 funds are in operation, with assets 
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totaling over $270,000,000, and out over 
the country, according to figures com- 
piled by Trusts and Estates, there are 
approximately 170 such funds, with 
assets of over $1 billion, representing 
participations by more than 50,000 in- 
dividual trusts. 


An interesting variation of the com- 
mon trust fund idea has been developed 
in New York. After considerable pre- 
liminary preparation, legislation has 
been introduced in the current session 
of the Legislature to authorize creation 
of a mutual investment fund for cor- 
porate fiduciaries, by means of which 


trust assets in a number of individual 
banks, instead of in a single bank, could 
be pooled to obtain the benefits of com- 
mon trust fund operation. The fund will 
take the form of a corporation in which 
banks and trust companies would invest 
funds held in a fiduciary capacity. In 
this way the advantages of a common 
trust fund would be made available to 
many small trusts and estates handled 
by the smaller banks in New York State 
which have not found it feasible to 
establish common trust funds of their 
own. The plan resembles, in some re- 
spects, the Institutional Investors Mutual 
Fund, Inc., set up as a medium for joint 


THE GROUP PLAN 


OVER FIFTY BANKS HAVE PROVEN THE ADVANTAGES OF A 
CENTRAL RESEARCH AND INVESTMENT ADVISORY DEPARTMENT 
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Through cooperation member banks now have: 


1. A practical and economical solution of their 
trust investment problems 


A source of investment information in which 
they have confidence 


A service designed by and for trust depart- 
ments of small and medium sized banks, and 
in which they have a voice 


An evidence of progress which their clients 
appreciate and which has been helpful in 
securing new business 


Relief from much detail work by their per- 


A service they enthusiastically endorse and 
recommend to others. 


STUDLEY, SHUPERT & Co. 


Investment Counsel 


24 Federal Street 
Boston 10, Mass. 
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investment by New York savings banks 
in common stocks. The fiduciary fund, 
however, would be limited to legal in- 
vestments. This proposal has been de- 
veloped with the approval of the Banking 
Department and the Surrogates Associa- 
tion. If enacted into law, it will be an 
interesting and promising enlargement 
of the use of the common trust fund, the 
first of its kind to be attempted. 


Pension Funds Soar 


No review of the past fifty years would 
be complete without mention of the rapid 
growth of pension trusts, easily the 
fastest growing division of the trust 
field. While trustees did not originate the 
idea of pensions, they have been quick 
to see the need for competent fiduciary 
service in this field, and quick to expand 
their facilities. 

Here again we have a development of 
relatively recent years. At first the trend 
in pension plans ran heavily toward in- 
sured plans, but in more recent years 
there has been a rapid increase in the 
number of trusteed, or self-administered, 
plans. The growth of pensions was given 
special impetus by changes in the In- 
ternal Revenue Code in 1942, and has 
been further stimulated by the remark- 
able prospreity of the last ten or fifteen 
years. The number of private plans in 
operation has increased twenty-fold over 
this period, from around 1,000 plans in 
1942 to over 20,000 at the present time. 
It is estimated that probably 10,000,000 
industrial workers are now covered by 
these private plans, the number having 
doubled in the last 15 years. 


Pension trust accumulations are al- 
ready estimated at around $10 billion, 
and are increasing at the rate of around 
$1.5 billion a year. In addition, the re- 
serves of insured plans are growing at 
the rate of perhaps over $1 billion a 
year. When we remember that the 
present net annual rate of growth of the 
assets of the life insurance companies is 
about $5 billion a year, and that net 
new corporate financing for 1953 
amounted to around $7 billion, it is 
easily seen that these accumulations al- 
ready constitute a considerable contri- 
bution to our capital markets and will 
be a factor to be increasingly dealt with 
in the future. In fact, projections of the 
probable future of pension reserves for 
existing and future plans reach such 
staggering figures as to cause some con- 
cern over the ultimate burden upon the 
economy. 


Avoid Economic Experiments 


Reflecting upon these developments, 
one wonders if there could be some re- 
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mote relationship to those other liberaliz- 
ing movements which have taken place 
over approximately the same period of 
time in widely scattered areas of our 
economy. Whether or not this be true, 
it is noteworthy that trustees have 
moved with the current of the times. But 
it is equally to be noted that while they 
have worked progressively for improve- 
ment in their own field, they are not 
economic experimenters. It is in keeping 
with their tradition, as well as by com- 
pulsion of law, that they should not be. 


If we may use a military analogy, in 
a world surfeited with things military, 
trusteeship is less an advance patrol or 
reconnaisance party than a supporting 
party. In another sense, the frontiers 
must be secured before settlements can 
be safely established. For example, the 
railroad industry was emerging from its 
early reorganization period, traffic was 
catching up to lines built far in advance 
of the growth of the country, the Inter- 
state Commerce Commission had been 
established, and at least tentative objec- 
tive tests for railroad investments had 
been found, before railroad bonds be- 
came acceptable for trustees. Again, the 
growing utility industry had strongly 
established itself before utility bonds 
were permitted, and greatly improved 
facilities and techniques of investment 
analysis, together with the extensive 
regulatory legislation of the 1930’s and 
an expanding view of the functions and 
responsibilities of government preceded 
the wider acceptance of common stocks 
in trust funds. 


It is definitely true, however, that al- 
though trustees do not move in advance 
of the economy, they do move in ad- 
vance of the law. Long before the legis- 
latures of the several states began sweep- 
ing away outmoded statutes, trustees 
and their counsel were cooperating with 
clients to create trusts granting invest- 
ment powers appropriate to the times. 
In fact, this avoidance of statutory invest- 
ments was most pronounced in states 
with the oldest and severest restrictions. 
Even in a state like New York, whose 
law had been carefully drawn and ably 
administered, investigation had shown 
that by far the great majority of trusts 
were not restricted to legal investments. 
Here we have an important reason for 
freedom from the rigidity of cumber- 
some statutory standards. Because it 
does require time and effort to change 
these laws, because economic change 
does not wait upon the law’s delay, and 
because time may be precious, it is all 
the more important that trustees have 
an adequate range of flexibility and 


selection within which to apply the pru- 
dence required of them. 


Response to New Needs 


This backward glance over the past 
fifty years should be ample evidence that 
trustees are increasingly responsive to 
the growing need for their services. 
There is no longer room for that old 
delusion that because so many of their 
activities are of a mortuary origin, 
trustees themselves take on a mortuary 
cast of mind. The major accomplish- 
ments in the trust field over recent years 
have been those of the trustees them- 
selves. 


For the years ahead, the increasing 
complexities of property management, 
the normal growth of personal trust 
funds with the growth of the economy, 
and especially the rising importance of 
common trust funds and pension trusts, 
are opening new vistas for an old pro- 
fession. Unfortunately, we have no com- 
plete or exact measure of the present 
trust field. We do know, however, that 
personal trust assets in the hands of 
corporate trustees alone, not to mention 
those in the hands of individual trustees, 
are already far in excess of the total de- 
posits of all our mutual savings banks or 
the total investment in the great electric 
utility industry. Adding the estimated 
$10 billion already accumulated in 
rapidly growing pension trusts, we see 
that the corporate trustees of the country 
are presiding over an impressive seg- 
ment of our economy. 


Viewed in this perspective, their prob- 
lems go far beyond the myriad personal 
questions with which they must deal 
from day to day. They stand inevitably 
in a position of great economic import- 
ance between the issuers of securities 
and the beneficial owners of those se- 
curities. Their primary responsibility 
will always be to their individual bene- 
ficiaries, but while ministering to these 
beneficiaries they can hardly insulate 
themselves from corporate practices or 
public policies that may affect the whole 
community. Adapting the lessons of the 
past to the growing needs of the future 
will require some hard realism not un- 
mixed with imagination. 


Emerson once said that imagination 
is “the use that reason makes of the 
material world.” As we move forward 
into the second half of the century, pon- 
dering its promise and its problems, con- 
tinually trying to sense the shifting cur- 
rents in this enormously varied economy 
of ours, those will be words to remember 
both by those who would accumulate and 
those who would preserve. 
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RELATIVE MARKET PERFORMANCE 


Relative market performance data in- 
dicating how individual stocks act in re- 
lation to recognized market indexes 
such as the Dow-Jones Averages is prov- 
ing useful in analyzing common stocks. 
Like records of earnings and dividends, 
such information provides a history of 
the past which sometimes gives helpful 
clues to the future. 


The significant data are the indexes 
in the boxes on the right-hand side, 
measuring the extent of the stock’s per- 
centage advance or decline versus its 
respective Dow-Jones Average. 


In each case, the Average equals 100. 
If the stock advances 50% while the 
Average is rising 25%, its rise is twice 
that of the market and its Index Figure 
is 200. Likewise, if it sells off 50% 
compared with a 25% decline in the 
Average, its Index for the downswing 
is also 200. In short: 


50% _ ~=sooéof 


An Index of 50 means 
market. 


An Index of 100 equals market. 


An Index of 150 means 50% greater- 
than-market. 


The indexes are computed by deter- 
mining the percentage advance or de- 
cline of the stock, comparing this with 
the percentage move in its average and 
reducing the ratio to a single figure. An 
ideal stock is one whose index on up- 
swings exceeds 100, indicating “greater- 


than-market” advances and on declines 
is under 100, i.e., “less-than-market.” In 


short, the combination of high indexes 
on advances and low indexes on de- 
clines indicates “better-than-market” 
performance and is bullish. The per- 
formance tables: 


facilitate comparisons between dif- 
ferent stocks and 


help detect underlying weakness in 
advance of trouble. 


Take the tobacco stocks. Their rela- 
tive performance has been “sub-stand- 
ard” for many years, giving ample 
warning of inherent weakness long be- 
fore the “cancer” break. (See table.) 


1. With only one exception, Rey- 
nolds’ indexes for advances are under 
100 — 31, 60, 103, 31 and only 8 for 
the entire rise from 1932 to 1953, indi- 
cating “less-than-market” appreciation 
on upswings. 

2. Indexes on downswings are larger 
— 84, 136, 108 and 150 — revealing 
“greater-than-market” weakness on de- 
clines. The ratio of declines to advances 
is 84 vs. 31, 131 vs. 60, 108 vs. 103 and 
150 vs. 31. 


3. In brief, the relative performance 
of Reynolds is “worse-than-average” for 
the past 21 years and currently gives 
no indication of changing for the better. 


Reynolds’ performance is typical of 
the tobaccos. All the stocks in this in- 
dustry are and have been “sub-normal” 


for many years, a clear-cut sign of an’ 


uncertain future. 


Goodrich is an example of good rela- 
tive performance. (See table.) 


l. Indexes on advances all exceed 
100 by wide margins — 563, 265, 407, 
427 and 1715 for the rise since 1932. 


2. Advance indexes are larger than 
subsequent declines. The advance/de- 
cline ratios are 563/160, 265/121, 407/ 
144 and 427/25. 





3. The pattern is still good. Good. 
rich’s indexes imply continued “better- 
than-market” performance. 


Comparisons between companies in 
the same industry are facilitated by 
checking their records. 
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Shell is obviously much better. 


In using performance tables, it is 
essential to watch for patterns chang- 
ing from “favorable” to “unfavorable” 
and vice versa. 


J. H. ALLen 
COHU & CO. 


INSTITUTIONAL INVESTORS FACING 
CHANGE IN VOGUE? 


By confining purchases largely to 
what Glenn Munn aptly has called 
“Social Register stocks,” institutional 
investors in recent years have had an 
excedingly pleasant experience with 
equities. These quality growth stocks 
have provided a superior price per- 
formance in an indifferent market, en- 
couraging the conservative custodians 
of other people’s money to concentrate 
their equity interest in some 100 or 125 
well-known issues. This concentration, 
per se, has resulted in price premiums 
at least partly born of scarcity. This 
market, with a few notable exceptions, 
for too long has been a “one way 
street,” a thing apart. 


Vogues are not new stock market 
phenomena — and this definitely has 
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been a vogue, with the “best” stocks 
at a premium, and the “almost-as-good- 
but-not-quite” stocks at a discount. The 
practical question facing realistic insti- 
tutional investors, therefore, is when to 
be willing to accept a little less recog- 
nized quality in making new purchases. 
It is a very real problem. The spread 
between the “Social Register stocks” 
and those which have not gained equal 
institutional acceptance is alarmingly 
wide, and there are growing indications 
that it now has stopped widening. 


Institutional buyers have what I call 
the “pointed finger” complex. They are 
unwilling to venture into any issue in- 
volving a risk which they can see, lest 


UTILITIES 
COMPANY 


DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 52 cents 
per share on the Common Stock 
of the Company, payable 
April 1, 1954 to stockholders 
of record at the close of business 
March 3, 1954. 
a) JOHN HUME 
Secretary 
February 19, 1954. 









INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 
General Offices: 

20 North Wacker Drive, Chicago 6 
* 


DIVIDENDS 
were declared by 
the Board of Directors on 
Feb. 25, 1954, as follows: 
4% Cumulative Preferred Stock 
48th Consecutive Regular 
Quarterly Dividend of 
One Dollar ($1.00) per Share. 
$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40¢) per Share. 
Both dividends are payable 
March 30, 1954, to stockholders 
of record at the close of 
business March 19, 1954. 


A. R. Cahill 
Vice President and Treasurer 


* 


Mining and Manufacturing 
Phosphate ¢ Potash ¢ Plant Foods 
Chemicals ¢ Industrial Minerals 
Amino Products 
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in the future someone may “point a 
finger” at them and say, “You should 
have known better.” It is their inclina- 
tion always to buy fair weather and to 
eschew small clouds and clearly defined 
risks. Theirs, they feel, is not an area 
of calculated risks, even though they 
would be the first to admit every equity 
does involve some risk, hidden or obvi- 
ous. Like it or not, the institutional in- 
vestor has inhibitions, partly born of 
his glass cage environment. It is not 
easy to accept less quality. The tempta- 
tion is to pay the premium for what is 
regarded as quality rather than accept 
the relatively greater values occasioned 
by a degree of what often may be a 
fully discounted doubt. 


I suspect that the spread between 
“Social Register” and “pretty good” 
stocks of slightly lesser quality has 
passed its widest point and has begun 
to narrow. I surmise the reason is the 
reappearance of a better non-institu- 
tional demand rather than any change 
in institutional attitudes. It looks as if 
the market has begun to be less exclu- 
sively institution-dominated. Individuals, 
and a few institutions having less exact- 
ing standards, have discovered that 
many of the quality growth stocks are 
expensively priced in relation to neglec- 
ted issues of a little different type. The 
vogue apparently at long last has be- 
gun to change. That does not mean that 
the quality stocks necessarily must de- 
cline in price; but it does mean that the 
“pretty good” stocks, if carefully se- 
lected, may put in relatively better price 
performance. It means that careful in- 
vestors in placing new money should 
measure price as well as quality — in- 
stead of thinking only of quality. 


In the implementing of such a policy, 
the most senior investment officers 
alone can be effective. It is up to them 
to reassure the analysts and others who 
are making recommendations to the 
committee, to infer there is at least a 
partial moratorium against the “pointed 
finger,” provided overall results remain 
favorable. And after all, in common 
stock investments, it is the over-all re- 
sult that counts. 


The present wide spreads between the 
“Social Register stocks” and issues of 
slightly lesser established investment re- 
pute should give pause to institutional 
equity buyers. After all, there are more 
than 100 or 125 American equities 
which can be regarded as desirable 
investments for a prudent man! 


Lucien O. Hooper, 
W. E. HUTTON & CO. 


Life Insurance Investments 


Securities investments made by the life 
insurance companies of the country dur- 
ing January 1954 as compared with 1953 
are reported by the Institute of Life In- 
surance as follows (in millions) : 


Jan. Jan. 
1954 1953 
U. S. Government Securities_$292 $376 
Foreign Govt. Securities —____. 27 17 


State, County, Mun. (U.S.)— 101 19 
Railroad Bonds (U.S.) ~~. 22 41 
Public Utility Bonds (U.S.)_ 55 53 


Ind., Mise. Bonds (U.S.) —... 264 229 
Stocks (U.S.) Preferred — 11 13 
COIN ie sisi scseiscincetcaencateieal 13 8 
Foreign Corporate Securities 15 18 
World Bank Bonds __.. 33 — 
Total Securities $833 $774 





Consecutive 


Quarterly Dividend 


A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable April 15, 1954, to stock- 
holders of record March 22, 1954, 


EMERY N. LEONARD 
Secretary and Treasurer 


Boston, Mass., February 15, 1954 
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Southern California 
Edison Company 


DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 179 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 
DIVIDEND NO. 28 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on Orig- 
inal Preferred Stock; 

27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series. 

The above dividends are pay- 
able March 31, 1954, to stock- 
holders of record March 5, 
1954. Checks will be mailed 
from the Company's office in 
Los Angeles, March 31, 1954. 


P. C. HALE, Treasurer 


February 19, 1954 
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Easy Money HE.LpPiInG 
Hicu-GrapeE Stocks 


Persistent strength in the bond mar- 
ket since last June is aiding well-en- 
trenched stocks. Rate of return on good- 
quality new bond issues has declined 
from 3.25% a year ago and from 3.45% 
last June to just below 3% now so that 
institutions are moving toward common 
stocks of the stable variety. This has 
also meant added demand for preferreds, 
which have been very strong. 


Lower-grade stocks are being avoided 
because first quarter results may be in 
sharp contrast to generally favorable 
1953 annual reports. . . . First quarter 
earnings appearing in April and May 
of certain cyclical companies may show 
some disappointing results. Some mar- 
ket students do not believe we are out 
of the recession woods and until they 
can see definite signs of it, the cyclical 
stocks will remain under a cloud. 


Tue Roarinc Roap 


Even fiercer competition in the gruel- 
ing motor sweepstakes is foreshadowed 
by Chrysler Corporation’s private loan 
agreement with the Prudential Insurance 
Co. of America, making available $250 
million on its 100 year note at 394% 
interest. The motor company ushered in 
March with this lion-like gesture of 
defiance to its front-running competitors, 
General Motors and Ford, who have 
been widening the gap between their 
leading, and Chrysler’s third place, 


position. 


This is the first long-term debt in- 
curred since retirement of the Dodge 
bonds in 1935 and will permit comple- 
tion of the Briggs purchase, provide 
funds for further expansion and plant 
automation, and help to rebuild the 
corporate cash position. Proceeds will 
become available over a three year 
period from July first of this year. 
Among the interesting provisions is one 
which permits either party to convert 
the obligation into 20 year notes after 
1962 at a lower rate, with appropriate 
sinking fund payments. 
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1954 SurpLus oF Funps INDICATED 


Total gross supply of long-term in- 
vestment funds, including those repaid 
and requiring reinvestment, are cur- 
rently estimated by Salomon Bros. & 
Hutzler at $35.9 billion against a total 
demand for funds of $33.2 billion indi- 
cating a surplus of $2.7 billion, the 
first surplus in several years. This firm 
also estimates the 1954 net accumula- 
tion of funds by a specified group of 
institutional investors and the probable 
demand for their use as follows: 


SUPPLY OF FUNDS 
(in billions of dollars) 


Life Insurance Companies $4.9 
Mutual Savings Banks __ , 1.6 
Savings and Loan Associations _...._....- 3.6 
Private Pension Funds _...._-=»= SLL 
Public: Funds — Be eect 
Fire and Casualty Insurance Companies. 0.6 
| a eee ce 
UsEs 

Real Estate Mortgages ===» ss tC. 

Corporate Bonds, Debentures and Pre- 
ferred Stocks - : oss 3.1 

State, Municipal and Public Authority 
Issues _. seen See 2 hee 

Foreign Loans, including International 
Bank, Canadian Issues, etc. 0.4 
Total ___ ——s 


PICKING THE WALL FLOWERS 


There has been a notable change of 
emphasis on the part of important trus- 
tee buyers since last month. Positions in 
fields currently unpopular with the in- 
vestment public have been stepped up 
and ratios in popular industries lowered. 
Chemicals, heavy electrical equipment, 
banks and insurance stocks are being 
de-emphasized and interest increased in 
agricultural equipment, automotive and 
textile positions. The shift is away from 
market leaders and into stocks of high 
quality in fields recently depressed. The 
public utilities are in statu quo on the 
theory that they constitute a safe reser- 
voir for realized profits. 


There has been no relaxation of 


standards and no general tendency to 
acquire “light blue” chips. While trust 
officers feel that there may be worth- 
while profits in many second and third. 
grade equities, they realize the possible 
consequences of being wrong in accept- 
ing lower portfolio quality. Trustee will- 
ingness to take on depressed groups at 
this time indicates basic confidence that 
business will improve. As one of them 
said, “Either business will get better 
naturally or the Government will take 
the necessary steps to increase consumer 
buying.” 


SHarP DECLINE IN CAPITAL DEMAND 


Over-all net demand for new capital 
from all sources will drop from approxi- 


mately $25.5 billion in 1953 to almost |) 


$18.7 in 1954, according to reliable esti- 
mates. The $18.7 figure is the third 


largest in the nation’s financial history, || 


exceeding all years except 1952 and 
1953. The largest single decline is in 
the Federal Government’s need for cash 
borrowing which, based on_ presently 
expected tax cuts, will drop from $4.2 
billion to $1. billion. This takes into 
account the so-called tax relief bill which 
calls for increased corporate deprecia- 
tion allowances, grants relief to work- 
ing mothers, increases the exemption 
for dependents, and allows small divi- 
dend credits in computing individual 
income tax. Additional 1954 tax relief 


for corporations is estimated at $900 | 


million and for individuals at $600 


million. 


Corporate demand for new money 
may total $5.9 billion in 1954, compared 
with $7.5 billion in 1953. Commercial 
banks obviously will have reduced loan 
demands and life companies, savings 
banks, and savings and loan institutions 
will purchase fewer corporate bonds and 
slightly fewer mortgages. Institutional 
investors, it is anticipated, will supply a 
somewhat larger portion of the demand 


than in 1953. 


Primary TREND OF StTocK MARKET? 


Although the Dow-Jones industrial 
averages have pushed through to the 
highest point since 1929, the stock mar- 
ket remains in a primary downward 
trend, according to Dow analysts. We 
have been witnessing, they say, an inter- 
mediate upward trend within a primary 
downward trend and the fact that the 
industrials are at a 25-year peak does 
not change the traditional interpretation 
of the averages, so long as the railroad 
average fails to confirm the industrial 
penetration. 


TRUSTS AND ESTATES 





Bains 





(a) 
(b) 
(c) 


a MOODY’S INVESTORS YIELD TABLES 














trust 
orth- Prepared monthly tor TRUSTS AND ESTATES by Moody’s Investors Service 
hird- 
sible | 
cept- YIELDS OF YIELDS OF PRICES ,DIVIDENDS, 
will- TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
cs at BY MATURITY GROUPS BY RATINGS _ 125 INDUSTRIAL STOCKS 
that ; 
them ’ IN PERCENT ‘ . IN PERCENT . 90 PRICES AND DIVIDENDS YIELD % 3 
etter ($ PER SHARE) 
take PRICES 
mer 
3 YEARS 
ND 1 
pital = 
rOXxi- # 
most 
esti- |7 
hird |7 
‘ory, |¥ 
and 
s in 
cash 
ntly 
$4.2 5 ’ 
into 3.00 ye f . . . 
o * ale 
hich 22s, OF 9/15/72-67 \Veege nen” 
Cla- 
ork- 3.25 . DIVIDENDS 
tion | ——(joSCALE) 
livi- | 3'/as, OF 6/15/83-78 
lual 1951 1952 | 1953 1951 1952 
lief | 
900 | —— End of Month——_.. 
600 1954 1953 1953 1953-54 1951-52 1946-50 1941-45 1931-40 1919-1980 
Feb. Jan. Feb. ee Range for Period 
| 1. U.S. Government Bond Yields 
ney 3-Year Taxable Treas. — % 1.57 1.88 2.31 2.80-1.57 2.35-1.68  1.68-0.90 1.32-1.07 (a) (a) (a) 
cd 5-Year - a % 1.98 2.09 2.45 3.00-1.98 2.44-1.76  1.87-1.06 1.70-124 (a) (a) (a) 
re 10-Year ” ARCS 0 ee 2.37 2.37 2.66 3.16-2.37 2.64-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
cial Bank 2%s % 2.56 2.61 2.85  3.17-2.56 2.81-2.21 2.48-1.96 2.48-2.03 (a) (a) (a) 
se Victory 2%s EE SY 2.57 2.61 2.84  8.16-2.57 2.81-2.44  2.48-2.08 2.50-2.37 (a) (a) (a) 
4 334°s, 1963-78 —_______..{_{ % 2.82 2.86 es 3.31-2.82 (b) (b) (b) (b) (b) 
ngs 2. Corporate Bond Yields 
ons Aaa Rated Long Term —.____- % 2.91 3.01 3.10 3.44-2.91 3.04-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
- Aa ” ae ee 3.09 3.17 3.16  3.52-3.06 3.10-2.70  2.98-2.58 3.06-2.66 7.08-2.90 6.84-4.59 
1 A ” A AP nl pee ee 3.22 3.30 3.38  3.69-8.22 3.34-2.87  3.28-2.67 8.39-2.78 9.23-3.35 7.71-4.91 
nal ) Baa” RY ee Be 3.57 3.65 38.54 3.90-3.50 3.64-3.15  3.57-2.98 4.47-3.06 12.96-4.42 8.56-5.32 
ya | 8& Tax Exempt Bond Yields 
seal Aaa Rated Long Term —._____ ="% 2.04 2.07 2.21 2.73-1.98 2.00-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (b) (ec) 
ane im 00 al ein % 2.20 2.23 2.46 2.96-2.20 2.25-1.37 2.21-1.04 2.11-1.21 3.02-1.78(b) (ec) 
’ A ” at Ae eee oe, 2.65 2.74 2.98  3.84-2.65 2.67-1.72  2.64-1.28 2.49-1.49 3.29-2.11 (b) (ce) 
f Baa = “ef ee nes eee, 7 3.16 3.20 3.29 3.79-2.96 2.98-1.98  3.05-1.57 2.94-1.80 3.71-2.60 (b) (c) 
4. Preferred Stock Yields 
iT? Industrials—High Dividend Series 
it Grade 2. 3.91 3.94 4.05 4.24-3.91 4.10-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
rial Medium Grade _ % 491 4.96 4.92  5.28-4.90 4.96-4.68  5.08-4.14 5.94-4.33 12.78-4.91 8.05-5.62 
the | Industrials—Low Dividend Series 
| aa. 8.68 3.75 3.82  4.02-3.68 8.90-8.45  3.92-8.27(d) (d) (d) (d) 
ar- if Medium Grade _......_.-»__-. 4.10 4.18 4.11 4.39-4.06 4.20-3.80 4.20-3.52 (d) (d) (d) (d) 
ard Utilities—Low Dividend Series 
W. High Grade _. _ 8.94 4.08 4.09  4.45-3.94 4.25-3.77  4.24-8.40(d) (d) (d) (d) 
e Medium Grade a, ae 4.82 4.42 4.44 4.87-4.82 4.71-4.19  4.65-8.69 (d) (d) (d) (a) 
‘er- 5. Common Stocks 
ary 125 Industrials—Prices (f) —— $81.98 (81.37 79.15 $1.98-70.63 . 80.89-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-84.81 (e) 
125 Industrials—Dividends (f) —— $ 4.34 4.30 4.16 4.34-4.15 4.55-4.138  4.44-1.76 1.94-1.52 2.05-0.72 2.68-2.16 (e) 
the 125 Industrialsk—Yields % ~..___.. % 5.29 5.28 5.26 5.88-5.15 6.84-5.14 17.29-3.20 7.71-8.56 10.18-2.59 6.21-8.19 (e) 
eS 
: (a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—Low Dividend Preferred Yield Averages in this series date from 
ion (b)—U. §. Govt. Bond Yield Averages in this series date from April 15, 1953. Jan. 2, 1946. 
ad (c)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—125 Industrials Averages date from Jan. 1, 1929. 
j al (f£)—Dollars per share. 
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WELLINGTON 


<> FUND 


97th Consecutive 
Quarterly Dividend 





H 
| 20c a share from net invest- 
1 ment income, payable March 
§ 31 to stock of record March 
i 10, 1954. 

WALTER L. MORGAN, Presiden 





INTERNATIONAL 
nie, SHOE 
| l) company 


St. Louis 


17282 


CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ per 
share payable on April 1, 1954 
to stockholders of record at the 
close of business March 15, 
1954, was declared by the 
Board of Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


February 23, 1954 


CELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 


iy Board of Directors has this day 
declared the following dividends: 


4%% PREFERRED STOCK,SERIES A 


The regular quarterly dividend for 
the ent quarter of $1.12% per 
share, payable April 1, 1954, to 
holders of record at the close of busi- 
ness March 5 1954 


7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable April 1, 1954, to holders 
of record at the close of business 
March 5, 1954. 


COMMON STOCK 
25 cents per share payable March 
24, 1954, to holders of record at the 
close of business March 5, 1954. 
R. O. GILBERT 
Secretary 
February 23, 1954. 





(ee Eee 





n—new revised series adjusted to Dec. 1939 base. 





Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 





Reference should be made to the introduc- 
tory article in July 1949 issue, outlining pur- 
poses of publication and considerations in 


selecting stock and cost-of-living averages, 
periods and in interpretation of data. 





BALANCED FUNDS 


American Business Shares —.~--__-_.___ 
Aze-Teees Pend “A” 
Axe-Houghton Fund “B” —-._>_>__SSEEEESs 
OY OO A Se, ee 
Commonwealth Investment —.-._ 
Eaton & Howard Balanced __............_-_»_EE_E_ 
Fully Administered Fund (Group Securities) — 
Cec! Ds it 
a ee Se Oe 
Johnston Mutual Fund __......--_»_-=_E_EE 
Nation-wide Securities** 
Dreyius Fund***** a fee 
Coxrme Fete Food SS 
Mutual Fund of Bosten**** —.._ > 
Scudder Stevens & Clark ===>» __ SSE 
Re see cee oe 
I I ak 
Wisconsin Investment*** _ 


AVERAGE: BALANCED FUNDS ______ 
STOCK FUNDS 


Affiliated Fund *** __ a as 
Broad Street Investing Corp. ——-.____ 
Poot Fae 
I a ee 
Diversified Invest. Fd. (Diversified Fd. Inc.) *** 
Dividend Shares —...._.___ 

Eaton & Howard Stock = SSE 
Fidelity Fund _---_-__ 

Fundamental Investors _....--=—= SS 
Incorporated Investors __.. ois dete ae 
Institutional Foundation Fund —.. 
Investment Co. of America 
Investors Management Fund —._.__ 
Knickerbocker Fund = SS 
Loomis-Sayles Mutual Fund _..._->SSESE 
Massachusetts Investors Trust 
Mass. Investors Growth Stk. Fund 
Mutua] Investment Fund 
LL 
National Securities — Income*** _...-_ = 
New England Fund —....._»_>_>SE 

Selected American Shares _.......-_== 
Sovereign Investors —....____ 
State Street Investment Corp. _....-_-_= 








AVERAGE: STOCK FUNDS _..__-_»_>_SE 


90 STOCK INDEX (Standard & Poor’s) __ 
CONSUMERS PRICE INDEX (B.L.S.) — 


@Principal index begins after 1939 base date. 


1 


12/31/35 


Principal 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 
sultant sum is divided by the 1939 base offering price. 


HENRY ANSBACHER LONG INDEX of 


U 










No responsibility isfimed in | 
of Policy is concep ‘or the « 
index by issuers, vriters 01 









27, 1953 appear iff March 


based on Feb 
ese will soon bef 








6 7 
12/30/39 to 
2/26/54 
Principal 
Low High 
65.9 $158.3 
7.14 1211.8 
83.1 230.4 
60.2 $175.5 
73.5 $220.1 
73.6 $192.5 
69.4 $145.6 
65.2 139.6 
73.5 4166.4 
— $188.7 
5.96 143.4 
= $161.8 
69.2 $153.8 
ae $164.3 
80.9 161.9 
75.0 $172.6 
— $200.4 
65.1 $234.3 
70.8 175.7 
50.2 209.1 
60.1 217.5 
61.0 200.1 
76.1 172.9 
— 154.1 
62.1 178.0 
62.7 $234.6 
—_— 232.0 
64.8 252.1 
63.9 246.2 
a 181.0 
69.0 $204.9 
67.7 $201.7 
59.8 125.6 
74.2 $200.4 
59.7 198.9 
57.4 $208.8 
56.1 $167.8 
60.7 250.3 
66.0 114.1 
61.4 163.9 
60.9 $181.3 
62.5 137.8 
60.7 251.3 
— $235.7 
63.2 202.9 
59.3 208.8 
n99.8 n193.6 








16 17 


t 121 


2/26/siieene 
y Net 
Principd — 





158.3|| 3.56 























F213 © 3.10 
229.7\ 3.78 
$175.5 3.42 
220.118 3.83 
192.518 3.68 
144.718 345 
137.18 4.13 
1664 }8 4.09 
188.7 )§ 3.74 
143.499 4.21 
$160.60) 3.17 
153.8) 3.81 
164.3% 3.92 
161.9} 3.38 
172.64) 3.65 
200.498 3.90 
234.0 h 3.59 
175.4 3.70 
207.14) 4.17 
2175 |) 4.74 
$198.2 ¥ 4.24 
172.0 ff 3.92 
$152.5 BE 4.99 
177.0 4.16 
234.6 f} 3.60 
229.5 § 4.77 
250.7 | 4.35 
2363 f 3.73 
1808 f} 4.53 
204.99) 3.78 
291.1 Bl 4.37 
124.5 f) 2.88 
20049} 2.98 
198.9) 4.47 
+2019 8 2.95 
416549) 3.18 
250.34) 3.42 
#10849) 5.81 
163.0) 3.97 
181.3 ]) 4.09 
136.0) 5.11 
234.2 





COL. 19 represents the current month-end bid (col. 16 less all capital distri- 
butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
panies out of income earned from dividends and interest on their portfolio 
securities (excluding all capital distributions). 


tEx-dividend current month. 
tHigh reached current month. 















on the date they © 
or balanced funds ® 


TRUSTS AND ESTATES 


COL. 17 represents 
the annual period em 
month-end offering 

CAPITAL GAIN 
distribution, if any, 
annual period. 


of TUAL FUNDS 





bility ig 4 in so far as compliance with this Statement 
concentitor the employment in whole or in part of this 
uers, usMbriters or dealers. Principal indices for February 
ppear iff March 1953 issue and current income returns 


ebruaryjm 1954 offering prices are available on request. 
oon be did to a revised short form index. 











16 17 18 19 20 
26/si\peast 12 mo. Div. %| Prin. Less | 5-Yr. Avg. 
/ 40/ | nee 
D Net : — bod Net Invest. 
oe vest. ap. istr. 1 
incipalf ne Distr. | 2/26/34 | ICome % 
158.3|| 3.56 _ 114.8 3.81 
21136 310 3.20 +158.9 3.46 
229.71 378 «2.02 178.2 3.88 
+1755/8 342 1.06 $140.5 3.55 
220.118 383 1.64 181.7 3.98 
19258 368 1.80 170.2 3.83 
$144.78 345 0.83 #117.1 3.61 
13718 413 2.81 107.0 4.76 
16649) 4.09 1.01 137.6 4.17 © 
188.18 374 1.80 173.3 4.16 @ 
14340 421 1.54 116.0 4.23 
+160.6) 3,17 — $148.5 3.86 @ 
153.84) 381 2.54 127.1 3.96 
164.398 3.92 — 142.5 3.97 
16198) 338 = 1.71 137.4 3.46 
172.64) 3.65 2.10 133.3 3.79 
200491 390 1.37 179.8 4.04 @ 
234.0 h 359 3.14 164.3 3.64 
17547 370 1.78 140.2 3.91 
2071)) 417 ~=—-:1.88 128.8 4.94 
2175|) 474 1.95 176.6 4.98 
+1982 424 = 2.77 $157.5 4.57 
172.091 392 3.18 92.1 3.85 
+1525) 499 0.42 $187.8 5.26 @ 
17709] 416 = 2.74 141.9 4.45 
234.6) 3.60 “< 200.9 3.77 
229591 4.77 «1.82 196.4 4.84 @ 
250.79) 435 0.44 211.9 4.41 
236391 3.73 2.18 185.6 4.46 
+1808} 453 2.32 $136.0 4.09 @ 
20499 378 2.61 142.6 3.85 
20118 437 «2.20 163.2 4.54 
12459} 288 2.88 17.6 2.85 
20048) 298 3.04 133.1 2.76 
19899} 447 = 1.15 184.2 4.77 
420199) 295 —-1.42 $165.4 3.34 
#16549) 318 1.91 $133.9 2.87 
25034) 342 2.63 191.1 3.79 
#1084f) 581 3.10 + 91.1 5.82 @ 
16309) 397 2.92 129.6 4.10 
1813} 409 3.17 137.6 4.63 
13607) 511 0.68 110.8 5.17 
93424289 2.19 154.6 3.17 
2.11 226.5 3.83 e 
153.5 4.05 









tec. 30, 1939. 


| obtained by dividing such dividends accruing over 
m@ with the stated date by the average of the twelve 
ending on the corresponding date. 


a column (18) represents percentage of 
(capital gains or any other sources, for the current 
AFTER 1939 are given an initial index number 

ess equal to the average of all those stock 
at the time. 


+4 .Became Balanced Fund in 1945. 
) segaNot included in balanced or stock average. 
**Name changed from Russell Berg Fund. 


*****Name changed from Nesbett Fund. 
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SY nvestment Poo 


A MODERN FINANCIAL ARI 


AUGUSTUS J. MARTIN 


Vice President, United States Trust Company of New York 


“Bond buying is a science — stock 
buying is an art.” 


HIS APHORISM SUMS UP -ADMIRABLY 
2 pea of the most important, and yet 
perhaps one of the least appreciated, of 
recent economic developments, The em- 
ployment of capital today to better the 
well-being of the individual and that of 
the country’s economy is not just a hit- 
or-miss operation. The business of in- 
vesting funds wisely and productively 
has come of age. 


The financial centers of the nation 
in today’s complex activities play a very 
definite, beneficial role in insuring that 
the enterprising who need capital are 
brought together with those who have 
capital to invest. They are no longer 
places in which to take an occasional 
speculative plunge with the hope of get- 
ting rich overnight. 


At the turn of the century a vast 
amount of individual wealth was where 
the owner could literally keep his eyes 
on it. Man’s horizons were relatively 
close to him; a family-owned merchant 
business, a block of commercial build- 
ings, a bundle of mortgages on neigh- 
boring properties. 


But his well-mended fences were be- 
coming barriers instead of safeguards. 
While he could easily own and oversee 
his small handtool operated industry, he 
could seldom own an entire railroad, or 
a steel foundry, or an oil refinery. The 
industrial pioneer was becoming long 
on vision but short on opportunities. 


He knew instinctively that his accum- 
ulated wealth should be put to work for 
him; to repay him, in some measure, 
for his time, effort and diligence. He 
had an unbounded faith in the future 
of his country and he was determined 
to share in its destiny. The dynamic new 
era of America was dawning. 


Capital Becomes a Public Utility 


As the country’s industrial expansion 
proceeded at an ever-increasing rate, 
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wealth increasingly took the form of 
shares of stock in corporations whose 
operations, like circles caused by a 
stone thrown into a pond, extended 
further and further from the place in 
which the owner lived. As he began to 
employ his wealth in distant parts of 
the country, a real need arose for a 
supervisory service transcending the 
limited powers of the individual. And 
thus was conceived the means to the 
end — the modern, progressive trust 
company with its integrated staff of 
highly-informed specialists. 

For a vivid picture of the change 
which has taken place in investment 
media, and methods, one need only 
glance at the following list of invest- 
ments traded on the New York Stock 
Exchange on a particular day one 
hundred years ago: 


Insurance companies. 
Banks. 

Coal companies. 
Canal company. 
Mining companies. 

11 Railroads. 

2 Miscellaneous. 


Noe © WwW dN 


Among these 24 companies one fails 
to find the oils, the chemicals, the rub- 
bers, the steels, the utilities, the heavy 
machinery, the electrical equipments 
and other diversified enterprises that 
are the common-place investment media 
of some six and a half million investors 
in the United States today. 


But as indicated, at the turn of the 
century, the entire aspect of things was 
beginning to change. The population of 
the world, and of the United States in 
particular, was beginning to show a 
startling increase. Moreover, this up- 





NUMBER OF ISSUES LISTED ON N. Y. STOCK EXCHANGE 
(As of January 1, 1900 to date) 
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surge was taking place primarily in 
cities and urban areas. 


At the same time, there began a slow, 
steady redistribution of wealth. Agricul- 
ture accounted for 48% of the national 
wealth in 1860. It is not even faintly 
comparable today. Not only was the 
form of ownership beginning to change, 
but capital was becoming considerably 
more liquid in character. The investing 
public was becoming more numer- 
ous. The idea of putting savings to 
work became more wide-spread. 


The industrial revolution was gather- 
ing momentum and the investing revo- 
lution — the “new look” in investment 
technique — became its running-mate. 


Sharing the Profits —- and Losses 


The idea of sharing in the natural 
growth of American industry caught on 
and spread like wild-fire. But the means, 
the device, the magic key, remained an 
elusive thing. 


Fortunes began to be made and lost. 
This was not the place for the unin- 
formed or the uninitiated. Lesson after 
lesson was painfully learned by the in- 
experienced seeker of financial gain. The 
reaction of the average wrong-guesser 
was one of puzzled resentment, and 
“Wall Street” remained for many years 
the whipping boy and the scapegoat for 
many of the country’s real and fancied 
ills. The lessons hurt but it was gradu- 
ally, though reluctantly, accepted that 
the causes of these unfortunate experi- 
ences were beyond the control of the 
amateur or even of the professional 
investor. 


The laissez-faire era of the Roaring 
Twenties suffered a rude awakening 
with the collapse of the economy in 
1929. The gilt-edged railroad invest- 
ments and the always-sound first mort- 
gage proved not to be the safe refuge, 
after all. And thus was indelibly im- 
printed on the mind of every thoughtful 
investor the one fundamental fact — 
that the impregnability of no investment 
can be taken for granted. 


It would not be true to say that the 
professional investor was entirely blame- 
less, but unfortunately the many miti- 
gating circumstances are still not clearly 
understood by the vast investing public. 
The tendency of the early Twentieth 
Century to restrict a trustee to the then 
Popular and highly regarded investment 
media of railroad bonds, mortgages, or 
the revered “legal list,” was in many 


stances productive of grief, The col- 


lapse found most trustees to a substan- 
tial degree committed to this type. 
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changing. Science was groping its way 
toward the unattainable, and attaining 
it. The quest for ownership and earn- 
ing power was spreading over the length 
and breadth of the land. The birthright 
of the few was becoming the right of 
the many. 


The result was inevitable. The for- 
tunes that were lost, the savings that 
were dissipated, left a painful and last- 
ing impression upon the minds of the 
investors of that era. 


From Restriction to Flexibility 


The immediately succeeding genera- 
tion knew only that their families’ 
wealth had, to a large extent, been de- 
stroyed. Their scale of living had been 
drastically curtailed. The mystery and 
aloofness of the investment business 
did not encourage or solicit inquiries. 
Unfortunate conclusions, in part logical 
but often the results of misinformation, 
were all too frequent. 


The parade of technological accom- 
plishments was fast-moving and appar- 
ently without end. While industry in 
general expanded, individual businesses 
became more complex, more specialized, 
more difficult for the unskilled mind to 
comprehend. Incredible products and 
improvements began to appear on the 
industrial horizon. It became impossible 
for any potential investor, no matter 
how gifted, to keep himself adequately 
informed as to the avalanche of develop- 


The impression that there had been 
gross mis-management or careless super- 


vision was, of course, natural. Without ments. Specialization, and continual 
attempting any sweeping refutation of observation and study, became a neces- 
that charge, however, it is a fact that sity. 


the overly-cautious restrictions imposed 
in many cases by individuals, leaving 
little in the way of discretion to their 
trustees, practically guaranteed an in- 
vestment administration that was to a 
considerable degree inflexible. These 
well-meant restrictions probably caused 
more grief, investmentwise, than any 
exercise of judgment — or lack of it. 


Rapid Growth — and Mortality 


Each of these new developments pre- 
sented a pressing need for capital to 
provide the research, the expansion, the 
production facilities. Coincident with 
the rise of a gigantic economic structure 
was born the necessity of supplying its 
financial support —- of supplying it 
judiciously, and of collecting the com- 
pensatory financial rewards. Each new 
entrant into the highly competitive race 
was obviously not destined for eventual 
success. Those which did not keep pace 
were liquidated with astonishing dis- 
patch. And the investor or investing 
agency which failed to decide upon and 
take the appropriate course of action 


But the change in investment thinking 
was swift and sweeping. It had to be. 
A more realistic and sophisticated ap- 
praisal of the many cross currents in 
our expanding and highly-volatile econ- 
omy had become essential. The old rules 
were out. The industrial giant of today 
was frequently becoming the withering 
pygmy of tomorrow. Technologies were 
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was likewise relegated to the position 
of an also-ran. 


One striking illustration of the mor- 
tality rate is provided by the automo- 
bile industry. In the last fifty years this 
industry has grown from infancy to an 
annual sales base of better than five 
million cars. During this period of 
growth there have been over 1,500 dif- 
ferent makes of cars offered to the pub- 
lic. There are today about eight com- 
panies manufacturing less than twenty 
different makes. Bearing in mind that 
this was a dynamic growth period for 
the industry as a whole, the rate of 
survival was alarmingly slim. The 
wrong guess here became a calamity. 


Again, some thirty years or so ago 
there were 400 manufacturers in the 
fast expanding radio business. Today 
there are a handful. 


One of the vital factors in assessing 
the probable success of a particular com- 
pany is management. In the long run 
the quality of management, probably 
more than any other single ingredient, 
will determine the success or failure of 
any investment. It naturally follows that 
the quality of investment management 
must of necessity also spell success or 
failure in the overall investment picture. 


Financial “Relativity” 


Today’s investment analyst must be, 
for all practical purposes, a Jack-of-all- 
trades. 


The chemical investment expert today 
must have an intimate knowledge of 
chemistry and its applications. He must 
be conversant with the strange, mysteri- 
ous names of wonder drugs and chemi- 
cal ingredients and able to assess their 
probable success or failure as income- 
producers for the company. 


Among the qualifications of the bank- 
stock specialist must be a _ constant 
awareness of the forces at work in the 
money market and the monetary poli- 
cies of the Federal Government, in addi- 
tion to the financial structure of the 


individual bank. 


The public utility analyst must be 
aware of innumerable outside influ- 
ences; population trends in given ter- 
ritories, the dependence on industrial 
load, the attitude of regulatory agencies, 
etc. 

The oil specialist must be not only an 
authority on crude reserves, refinery 
runs and market conditions; he must 
also be at least an amateur geologist. 

They must all be aware of and alert 
to the future broad implications of the 


Trust Companies and other Financial Institutions 


on CANADIAN OIL COMPANIES 


“Financial Statistics available upon request” 


Inquiries Invited from... 


L. G. BEAUBIEN ¢ C2 


LIMITED 


Paris 


Montreal 


Brussels 


Quebec - Ottawa - Trois Riviéres - St. Hyacinthe - Shawinigan Falls 
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The a 


development of atomic energy and its 


possible implications in their fields. flexibl 
This serves to point up sharply the 
virtual impossibility of any individual’s The 
keeping abreast of today’s fast-break. fix 
ing innovations and technological ad. linn 
vances. It is impossible to conceive of 4p, 
any one man having the equipment and silhies 
the energy to see and to interpret the = 
entire economic and industrial situation. nd 
The professional investor guiding an the fu 
investment portfolio today must be con- 
stantly informed, influenced and aided But 
by a combination of minds, each speci. §ized 4 
ally trained. by th 
can m 
He Who Hesitates, Speculates vestm 
Investing is no longer a hobby. It is oa 





a full-time job. The qualified investment 


specialist in today’s integrated trust § 


company believes only half of what he Bo" 
d d then insists upon confirma- delay. 
reads, an up rma 
tion. Modern means of transportation § Mar 
have so shortened distances that the B must 
final authoritative source of facts, the Bbasic - 
corporation itself, is very close to his Bconser 
doorstep. Face-to-face discussion with J ductio 
the people who know what is happening Bin tod 
on the firing line is today as essential a Bsomew 
part of the business of research as in ftion h 
military communication, pairme 
Beyond a doubt, the greatest change vo tm 
which has taken place in recent years Me 


in this business of investing is the virtual The 
disappearance of the defensive stance 





and the substitution of an aggressive, ou 
alert approach — the replacement of te the 
emotion with considered judgment, the tinuin 
realization that psychology plays a large 
part in the short-term ups and downs of § /n t 
the investment markets and the ability the m¢ 
to follow through on a well-thought-out PY tha 
policy without being stampeded by in- §*Y & 
termediate swings in the market. In my almost 
opinion, today a defensive approach is - c 

and ex 


a defeatist approach. Vacillation is sui- 
cide and, as it has been so aptly put, 
he who hesitates — speculates. 


to eli 
moder: 
and in 








Successful investment management 
today is not just the selection of a num- 
ber of bonds and stocks. It must of 


oingr ; , Fo 
necessity involve the whole picture, in- : 4 
cluding the particular requirements of |.” 
er : investn 

the principal or the beneficiary. There me 
is no such thing as a universally suitable y 
changi 





investment pattern for an institution to 
adopt. There must be innumerable pat- 
terns. The needy widow must have her 
stable income-producing investments, 
the empire-builder his off-the-beaten 
path growth situations, the already 
arrived wealthy their tax exemption. 
Every account must be tailored to fit 
the individual needs and requirements. 


of ab: 
tended 


TRUSTS AND. ESTATES 


The approach must be all-inclusive and 


Lit 
7 flexible, adaptable to swift developments. 


the No Magic Formula 
ual’s B There is no way to take the risks out 
eak. of investing. There was no infallible 
ad- formula for investing before the crash 
e of there is none today. There has not 
and appeared a means of penetrating the in- 
the yvestors “Iron Curtain,” the invisible 
ion. Biarrier that separates the present from 
: a0 Fihe future. 
ded But it is equally clear that the organ- 
peci- ed and continuous research provided 
by the forward-looking trust company 
can minimize the risks. The overall in- 
os yestment field is in a state of perpetual 
It is change. The big challenge, which is 
a: being met by the modern trust company, 
trust * '° be in position to change course 
o i courageously, effectively and without 
am delay. 
ation § Many of the old accepted concepts 
the Bmust give way to modern ideas. The 
_ the Bbasic theory of trust investment — the 
) his Bconservation of principal and the pro- 
with F duction of an adequate income — must 
ning fin today’s economy be susceptible to a 
ial a Bsomewhat different interpretation. Infla- 
is in Ftion has taken its toll. The gradual im- 
pairment of purchasing power, such as 
all has taken place in this country and 
‘ol throughout the world, is a key consid- 
tual Quon in the employment of principal. 
ae The modern approach includes an 
. awareness of this fact, and attempts to 
a insure, not only adequate income, but 
the 4° the maximum extent possible a con- 
tee: tinuing growth in principal and income. 
ns of — In the final analysis, the function of 
vility the modern trustee parallels in complex- 
t-out [ily that of the modern manufacturer. In 
y ine pany given number of situations it is 
1 my §lmost a foregone conclusion that at 
sh is past one will not work out as hoped 
sui. and expected. No way has been invented 
put, 9% eliminate the human element from 


modern business, and human nature 
and infallibility do not go hand-in-hand. 






ment 
num- 
t of 
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Inaction Spells Failure 


Fortunately for all concerned, the 


policy of immobility, and there is no 
surer way to failure in the business of 
investing than immobility. 


Finally, today’s trustee is convinced 
that one of the key ingredients of suc- 
cessful investing is a close understand- 
ing between client and investment ad- 
visor. Every development in his day-to- 
day living can have an influence on his 
future financial plans. When a client 
places his funds in the hands of today’s 
trustee he is making an investment in 
experienced people with a specialized 
knowledge built over many years. 


Today’s trust company is an army of 
specialists. Today’s American public 
has become an army of investors. To- 
gether we are investing in the future — 
and the future is generally bright — but 
with sun spots as well as sun. 


ok. 2 
NEW MORTGAGE MARKET 


The New York Mortgage Exchange is 
scheduled to hold its first auction ses- 
sion on April 6th in New York City, 
providing a meeting place for buyers and 
sellers of first and second mortgages on 
Greater New York area properties. 
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For Future Equity Needs Industry Looks To 


Growing Institutional Market 


IGNIFICANT CHANGES HAVE RESULTED 
from the increasing amount and 
percentage of national savings that flow 
through the great middle class into in- 
stitutional channels for investment: sav- 
ings banks, insurance and investment 
companies, pension plans and personal 
trusts administered by _ institutions. 
These institutional investors, except for 
investment companies, have until com- 
paratively recent years had little, or 
relatively limited, interest in equities. 


Today only a small minority of 
savers are expressing any desire to make 
direct investments in individual common 
stocks. The vast majority prefers to 
invest through the intermediary of finan- 
cial institutions. Savers in the lower and 
middle-income groups shun direct in- 
vestment through lack of knowledge 
concerning stocks and fear of risk. Sav- 
ers in the upper-income groups fre- 
quently avoid them because of high 
and progressive income tax schedules. 
A very large proportion of all liquid 
assets and annual savings have now 
come under the direct control of insti- 


tutions. 


Traditionally, these institutions once 
concentrated their investments in debt 
securities, and even today some have 
little or no interest in equities. Prefer- 
ence for creditor securities does not 
depend solely upon laws but upon strong 
forces of custom and tradition. Even in 
cases where regulations have been 
broadened to permit some ownership of 
equities —- as with life insurance com- 
panies —- many companies have not 
taken advantage of liberalized legisla- 
tion. Clearly the possible danger of a 
continuous decline in the percentage of 
annual savings available for equity in- 
vestment poses a serious threat to a 
private enterprise, capitalistic economy. 
Fortunately, there has been recognition, 
both in business and government, that 
vigor in equity markets must be main- 
tained so that sufficient funds will be 
available to keep pace with an expand- 
ing economy and permit business to 
maintain a balanced capital structure. 
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DR. DOUGLAS H. BELLEMORE 


Chairman, Department of Economics and Finance, Boston University 


Dr. Bellemore has 
had a distinguished 
career as economist, 
teacher, and author 
as well as in ecarry- 
ing out important fi- 
nance _ assignments 
for the United States 
Army and Navy dur- 
ing World War II 
in the Far East. In 
addition to his educational activities, he acts 
as director of the American Institute of 
Finance and is a member of the advisory 
board of the Formula Fund, Inc., of Boston. 





From high business profits of the 
last 15 years, far-seeing management 
has been retaining over 50% for expan- 
sion, with corresponding increase in 
the owners’ equity. However, business 
savings alone are not sufficient to meet 
capital needs and a part of personal 
savings must channeled into 
capital equity structures to avoid im- 
balance. 


also be 


Common stocks lost much of their 
popularity and respectability during the 
1930’s. Since 1942, their popularity and 
respectability have gradually returned. 
Arguments in their favor are higher 
return, especially during a period of 
low interest rates and preferred divi- 
dend yields, a partial hedge aga‘nst 
inflation, and long-term growth factors. 
The more investors, individual or insti- 
tutional, favor common stocks the more 
prices rise. The higher stock prices go, 
the more popular stocks become with 
nearly all classes of investors, as in 


1921-29 and 1942-54. 


Corporate Fiduciaries Dominant 


Corporate fiduciaries, acting for per- 
sonal trusts and trusteed pension funds, 
are the most important institutional in- 
fluence on the equity markets, because 
they represent the largest capital pool 
today. They are comparatively recent 
and rapidly growing factors because 
until the last decade trustees had shown 
slight interest in equities, except where 
discretion was granted by the governing 
instrument. 
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trust funds are a relatively new develop. equit 
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Corporate fiduciaries have taken con- FYork 
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to include equities. While detailed statis. Frew 
tics are not available. estimates com- broug 
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$70 billion, plus another $4 billion inJan y 


Canada. The inclusion of equities in V saving 
these accounts is having its important? 


| 
effects on the stock market. 4 The 
pensio 
Personal trust business has been @with ; 


growing steadily in the United States, Bof fro 
and the trend is to place an increasing §20% | 
share of this business with corporate, §all fir 
rather than individual, fiduciaries. By Jthe ne’ 
January 1, 1953, 26 states permitted §resery: 
trustees to act under the “Prudent Man panies 
Rule.” However, some of the legal list §initial 
states, such as New York, New Jersey @rise m 
and Pennsylvania, have recently speci- 
fically granted permission to trustees 
to invest in equities with limitations. 
Legal restrictions are not as important 
as formerly for the trend has been to 
grant broad powers to trustees in the 
instrument. However, some courts in 
legal list states have held that unless* 
the trust agreement so specifies, trustees 
are not authorized to make equity in- 
vestments. The attitude of trustees to- 
wards equities has varied geographically 
with greater liberality in the East than 
elsewhere. 
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As the number of people seeking to 
establish trust funds with comparatively 
small amounts has increased, common 
trust funds have been legalized in many 
states. Trust companies co-mingle the 
funds of a number of small trusts into 
one to achieve diversification and econ 
omy of operation. While percentagest 
vary widely, the overall average of 
around 40% of these common funds is 
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invested in equities to increase the yield. 
FVWith total assets in excess of $1 billion 

this means a substantial backlog of 

investment demand for stocks. 


Pension Funds Provide New 
Money 


The growth of pension plans since 
‘World War II has been phenomenal. 
“While these funds continue to be pri- 
marily invested in debt securities, the 
Jtrend is definitely toward larger stock 
}percentages, with some indicating tar- 


gets up to 3344%. The dollar total of 





lad equities purchased has been felt in the 
sion stock markets, even though the per- 
1 of mcentage to debt is still low. 

ular.43 The Federal Reesrve Bank of New 
con- $York has estimated, in 1930, some 720 
inder @private pension plans covering approxi- 
have @mately 2.4 million persons. By 1940 


tions @these had grown to 2000 plans covering 


nents Gover 4 million workers. The flood of 





tatis- new plans after World War II has 
com- §brought the number to around 15,500 
total Bplans affecting more than ten million 
tates, Fpensioners. These funds largely repre- 
ound sent additional savings, but also include 


yn in dan undeterminable amount of shifted 


-s in ‘savings in the case of contributory plans. 
a The same source has placed private 
“pension funds at $17 billion as of 1954 
with an approximate annual increment 
of from $2 to $214 billion, or roughly 
20% of the net increase in savings in 
all financial institutions, exclusive of 
the net increase in pension fund annuity 
reserves accumulated by insurance com- 
panies. Greatest growth occurs in the 
initial stages so that total assets should 
rise more gradually in the next decade. 
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Detailed statistical information on the 
relative importance of insured and trus- 
teed plans are hard to come by but, 
according to approximations from in- 
formed sources, while perhaps as high 
as 80% of all plans numerically may be 
under the aegis of insurance companies, 
trusteed plans represent around two 
thirds of the dollar total. This is only a 
restatement of the fact that the larger 
companies tend to use trustee services, 
the extreme being represented by per- 
haps seven or eight of the very largest 
corporations which handle their own 
plans entirely or exercise a substantial 
‘Wdegree of control in investment selec- 
tion with the trustee. The insurance 
/#companies, which in many cases have 
not been overly eager to utilize even 
their limited power to purchase equities 
‘}with regular funds, have not been very 
~ oetessively interested in buying them 
ge Ogor the pension funds which they man- 
5 Kage. They have concentrated largely 
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upon bonds and real estate mortgages 
in line with their investment philosophy. 
Trustees, however, depending upon the 
terms of the agreement, may often hold 
common stocks up to 25% and preferred 
stocks of 5% of total assets, or even 
more. The Federal Reserve Bank of New 
York observes: “The composition of 
pension trust portfolios consisting of 
long-term and equity investments reflects 
their investment requirements: the ab- 
sence of need for liquid investments 
(since liquidity is assured by the con- 
stant inflow of new money to be in- 
vested), the emphasis on quality, and 
the tendency to regard fluctuations in 
market price of investments as a second- 
ary consideration. Although the invest- 
ment requirements of self-insured pen- 
sion trusts are similar to those of life 
insurance companies, trustees as a rule 
are less circumscribed by legal restric- 
tions. It is then possible for them, with- 
in the limitations (if any) of the pen- 
sion trust instrument, to acquire com- 
mon stocks and generally to pursue a 
more flexible investment policy.” Here 
is a new dynamic force in the equity 
markets which will provide a large 
source of new debt and equity money 
for years to come. 


Investment Companies Growing 


Investment companies, largely of the 
closed-end, leverage type, suffered se- 
verely in asset declines and popularity 
in the early 1930’s. While these com- 
panies have always been equity minded, 
their influence on the markets was not 
too significant from 1932-1942. As a 
result of special tax legislation and the 
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Investment Companies Act of 1940, they 
were rejuvenated with open-end, non- 
leverage companies accounting for most 
of the growth. Selling efforts backed by 
adequate commissions have made their 
progress nothing short of phenomenal, 
with net assets currently expanding at 
the rate of well over one-half billion 
dollars annually. On December 31, 1953 
there were 142 investment companies, 
110 open-end, and 32 closed, with total 
assets of just over $5 billion and 1,832,- 
000 shareholders, before eliminating 
duplication. Clearly the public has been 
sold on the idea of professional super- 
vision and adequate diversification. 
Furthermore, the greatest demand has 
been for balanced and common stock 
funds rather than fixed-income funds. 
Many individuals who would not pur- 
chase stocks directly have bought a 
diversified list in packaged form. 


The mutual funds have become an 
important and active factor in the se- 
curity markets today. 


Life Insurance Companies Still 
Dormant 


Life insurance companies are, in some 
respects, more fortunate than other in- 
stitutional investors. Their operations. 
are geared to long-range planning and 
a steady influx of new cash. The in- 
dustry has shown a steady growth, and 
in the worst years of the 1930’s their 
cash income exceeded cash outgo. This 
cyclical stability, plus the long-term na- 
ture of liabilities, has meant that liquid- 
ity is much less important in their pro- 
gram than with most other investors. 
Never in the last 50 years have they 
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been forced to liquidate investments to 
secure cash. Therefore, from a strict 
investment viewpoint. they can ignore 
fluctuations in market values, although 
they face legal restrictions in valuations. 


Recent legislation has broadened their 
field of investment into industry, real 
estate projects, preferred stocks, and 
even a small percentage in common 
stocks. But investment in this last area 
has remained small through restrictive 
rules, which place emphasis upon mar- 
ket values on December 31. Another 
reason is lack of trained personnel for 
common stock analysis. Furthermore, 
some insurance executives argue that, 
with 3% or even 5% of their assets in 
common stock the additional return has 
slight effect on the over-all portfolio 
yield. If they are right they get little 
benefit and if they are wrong they may 
be criticized — “Why take the trouble 
and headaches that accompany the 
management of a stock portfolio?” This 
unquestionably accounts for the fact 
that at the end of 1952 only 5 of the 
22 largest life insurance companies had 
as much as 2% of total assets invested 
in common stocks and only 11 had as 
much as 1%. 

The trend, however, is clearly toward 
liberalization of the laws regulating in- 
vestments in common stock, with per- 
centages of 5-10% in common stocks 
possible in the future. Some executives 
of companies with larger positions in 
common stocks are actively campaign- 
ing for amended valuation laws which 
would assist in broader participation by 
the companies in equity markets. If 
they could operate on a dollar cost 
averaging basis and be permitted to 
carry stocks at cost, the average would 
in time adjust to a sound valuation. 


Casualty and Fire Companies 
Steady Market 


This group has for many years been 
a substantial market for stocks of the 
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better grade American corporations and 
their investment managers have, on the 
whole, turned in a performance record 
which has made the stocks of the casu- 
alty and fire companies themselves 
sought after by investors able to accept 
the generally modest returns available 
in this field. Unlike their cousins in life 
insurance, they have enjoyed compara- 
tive freedom from regulation and have 
consequently sought in larger -degree 
the higher rewards of stock partnership 
for their surplus funds, while investing 
in highest quality debt securities sufh- 
cient amounts to meet maximum poten- 
tial liabilities. 

As physical totals have risen through 
construction growth and inflated values 
over the years, the fire companies have 
continued to build correspondingly 
larger surpluses to meet operating needs, 
yet new capital financing has been com- 
paratively limited. The trend toward 
larger verdicts in the casualty area has 
likewise dictated increased capital and 
surplus, largely built up through re- 
tained earnings. Hence, these companies 
will continue to be large holders of 
common stocks in accordance with their 
requirements but the factors of rapid 
and dynamic growth which exist in the 
pension and mutual fund picture are 
absent here, so that expansion from the 
latest estimated common stock totals of 
around $4.3 billion will probably be 
gradual. These companies represent, 
nevertheless, an unspectacular but sound 
buying force in the market for equities. 


Another Newcomer — Mutual 
Savings Banks 


Savings banks in New England have 
traditionally been permitted to purchase 
stock of commercial banks located in 
their own state. In 1953, the Massachu- 
setts law was amended to permit pur- 
chase of stocks of banks outside the 
state. Savings banks in eleven states, 
holding one-third of total deposits, are 
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permitted to buy common stocks. New) 
York law permits purchase of stocks up’ 
to 5% of their assets or 50% of their’ 
surplus, whichever is smaller. 


In the fall of 1952 the savings banks 
of New York state incorporated the! 
Institutional Investors Mutual Fund, Th 
Inc., as a regulated investment com. 
pany to be owned entirely by the Say. 
ings Banks of New York state. No doubt 
other states will follow the lead of New 
York, adding another segment of de. 
mand in the equity market. As with 
insurance companies, the permissible 
percentage will probably be raised in’ 
due course. 








































While the operations of this fund date 
only from the Spring of last year and. 
slightly less than half of the New York 
mutuals are represented, namely 62 of 
the 130 banks in the State, stock totals 
were just above $6 million at the end 
of 1953. This venture is admittedly in 
its initial stages and is susceptible of 
considerable expansion but it is unreal- 
istic to expect that this sector will pro- 
vide for some time more than a nomina 
field for common stock investment. 
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Shifts in national income have caused, buy b 
an increasing percentage of savings to favora 
flow into institutions which have been§ Will n 
favoring “quality” stocks. Unfortunately, § 'eme: 
there is rather general agreement on ‘4? b 
the issues which merit this title, per} "Vest 
haps some 125 stocks listed on the New§ 4 yiel 
York Stock Exchange or elsewhere. I! will pl 
institutions concentrate holdings in aj Prices 
comparatively few stocks, the results dends 
are obvious, scarcity prices and possiblej 7}, 
over-valuation. If the managers — and§}, 4, 
they tend to think alike — decide that}... | 
a stock no longer merits the rating offf coy, 
“quality,” to whom do institutions sell trate ; 
and at what prices? They argue thal§ condi 
they are largely permanent holders but. he aff 
in any event, if they change their mind? }, 9,4, 
they will all tend to do so about the 
same time. 


Effects of Institutional Buying 


There have been some major effects 
on the auction markets. Institution 
have tended to replace traders in th 
quality group. Supposedly at least, th 
buying is more scientific and permane! 
and less given to excesses but we mus 
let time prove this. The old type ° 
auction market no longer exists, n0 
only because of the institutional buyer 
but because of high taxes, and the stri¢ 
regulation of markets and margin trad 
ing. Markets are not as broad, sens 
tive, or elastic as they once were. Man! 
persons have expressed fear that thi 
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stock market will eventually become 
Fcompletely dominated by institutions 
and will no longer be an auction market, 
but will resemble the negotiated market 
for high-grade bonds and preferred 
stocks evolved over the last 25 years. 
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The authorities of the New York 
)Stock Exchange have attempted to at- 
tract the small investor to the market 
with its Monthly Investment Plan, de- 
signed to give people of modest means 
opportunities to acquire stock on a 
"monthly payment basis. It is, of course, 
ssibleg too early to know how these efforts will 
ed MQ work out, but it is rather inconceivable 
Fthat the auction market is to disappear 
and the individual investor squeezed 
entirely out of the market. However, all 
trends seem to indicate that the market, 
at least for selected “quality” stocks, 
will continue to become more of a 
negotiated than an auction market. 
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Less Market Emotion? 


The point has been stressed that se- 
curity markets should be more stable, 
subject to fewer extremes than in the 
jpast, because professional investors will 
Fact logically rather than emotionally, 
will buy stocks on a yield basis as they 
buy bonds, and only when the yield is 
Fifavorable relative to bond yields. They 
will not be carried away by either ex- 
tremes of pessimism or optimism. It 
§can be agreed that it is unlikely these 
Jinvestors will purchase common stocks 
» News at yields too close to bond yields. They 
will probably not buy stocks at excessive 
prices in terms of earnings and divi- 
sa dends at that time. 


The problem would seem more like- 
ly to appear during bear markets or 
bear markets for particular types of 
securities. If institutions tend to concen- 
trate in a relatively few stocks and if 
conditions change, how will the markets 
‘f be affected? One answer would be a 
"\ broader list of securities for institu- 
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DOW-JONES AVERAGES 


Mar.1 FeEs.1 Mar. 2 

1954 1954 1953 

30 Industrials 296.55 291.84 287.67 
20 Railroads 102.02 101.53 109.90 
15 Utilities 54.70 54.11 52.48 
65 Stocks 112.41 111.09 111.61 





tional investors. Will the institutional 
buyers continue purchases on a dollar 
averaging basis during a major decline 
in stock prices? How many sophistica- 
ted professional investors were singing 
the praises of common stocks in Decem- 


ber 1941 and in 1942? 


It can be granted, it seems, that in- 
stitutional investors are unlikely to 
liquidate heavily in general bear mar- 
kets but whether they will buy enough 
to prevent serious bear markets remains 
to be seen. Will such investors react to 
both good and bad news with restraint? 
It depends how bad the bad news is! 
We can certainly all hope that the im- 
portance of the institutions has reduced 
the area of stock fluctuations. However, 
we did observe the demoralization in 
the Government bond market on the 
part of highly sophisticated investors 
last year. It appeared logical at the time 
but now seems quite emotional. Will 
they act less emotionally in the stock 
market? 


While institutions have purchased 
only securities of the highest quality, 
the problem is to secure equity capital 
for new enterprise. It is contended that 
changes in tax laws will free funds of 
those in the upper brackets for such in- 
vestments and that these are the proper 
sources. By purchasing seasoned stocks 
from individual investors, funds are re- 
leased for purchase of venture equity 
by these individuals, if the tax situation 
makes such commitments attractive. 
Others argue that institutions will event- 
ually control such a major share of 
investment funds that they must furnish 
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part of the real venture capital. At the 
moment some are meeting this challenge 
through private placements, such as in 
financing the new ore reserves in Can- 
ada, but we shall have to await devel- 
opments, which will hinge to a large 
extent upon events in the political and 
economic spheres over the next few 
years, 

Like it or no, the forces which have 
fostered the channeling of funds into 
institutional hands are still potent and 
expanding but, thus far, it can be 
asserted that their services have been 
helpful to the growth of industry in 
the recent past. 


Ready to 
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in Connecticut 


Established in 1792, the 
Hartford National Bank and 
Trust Company is Connecti- 
cut’s largest bank. Its Trust 
Department, which is respon- 
sible for the care and manage- 
ment of property valued at 


approximately $300,000,000, 
is ready to assist you when- 
ever you desire an experienced 
representative in this state in 
connection with estate admin- 
istration or other fiduciary 
and banking services. 
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Meet “Estate Planning’ 


’ 


THE KEYMAN OF THE FIDUCIARY TEAM 


ROBERT A. JONES 


Vice President, Guaranty Trust Company of New York 


N THE BEST TRUST CIRCLES TODAY 
there is a youngish fellow who ex- 


\ cites much deserved attention and ad- 
) miration. His name is Estate Planning. 
) The date of his arrival on earth cannot 
} be marked with certainty; he seems to 
Vhave been first heard of somewhere in 


the 20’s. Even his parentage is some- 
what obscure, but it is thought that his 
father was Old Man Taxes and his 
mother, Dame Common Sense. Once Es- 
tate Planning’s presence became known, 


Tall the relatives in the Trust family 
‘started concentrating on his rearing 
) process. Grandpa Bank and Trust Com- 
) pany patted him fondly on the head 
Jand agreed that he was quite willing 


to contribute to the boy’s support and 
upbringing. Uncle Lawyer considered 
that he stood in loco parentis, felt a 
proprietary interest in him and was con- 
vinced that he knew the best method of 
training the young hopeful. Cousin Life 
Insurance and Aunt Accountant asserted 
their own ideas along that line, too. 


Estate Planning is now in his thirties, 
and his character reflects the loving 
care and nurture he has received. He is 
attractive, well-mannered and quite in 
demand at Trust Conferences, Bar Con- 
ventions, Insurance Councils, and on all 
occasions when members of the Trust 
family meet prospective testators and 
grantors. People everywhere now talk 


jabout him, and particularly where there 


is money, his relatives (many folks have 
now adopted him) sometimes quarrel 
over who will be the first to invite him 
to the party. It would be unthinkable to 
suggest a Will Seance, a Trust Forum 
or an Estate Clinic without him. Busi- 
ness development men eagerly knock at 
the doors of their prospects to intro- 
duce him. 


Why did this young Lochinvar take 
80 long to find parents and to make his 
appearance on the fiduciary scene? His 
relatives were here many years before, 
seemingly getting along all right and 
Not even thinking about his non-exist- 
ence. It was not until Old Man Taxes 
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Baby Estate Planning Dame Common Sense 


got the urge (he had been lying awake 


nights, anyway, brooding over what he 
could do to make his mark on society) 
and sired Estate Planning, that the fam- 
ily began to realize what they had been 
missing. At last there was an heir who 
could assume some of the family bur- 
dens and responsibilities and at the same 
time increase their prestige and effective- 
ness. Changing financial circumstances 
were worrying all of them and to have 
such a bouncing bov dopped into their 
midst to play with delighted everybody. 
They were all much in need of the new 
blood which the lad’s mother, Common 
Sense, could bring to the group to avoid 
excessive inbreeding and family feud- 
ing. So little Estate Planning was re- 
ceived joyfully and the family asked 
themselves: “What ever did we do be- 
fore he came?” The war boom added 
special gaiety to his adolescence, and 
his deportment through young manhood 
has given no cause for disappointment 
or a waning of his popularity. 


When Life Was Simple 
In 1904 — fifty years ago — what 


were the various members of the Trust 
family doing, that the absence of our 
hero meant so little to them? Grandpa 
Bank and Trust Company was clumping 
along financing 
things and cash- 
ing checks, but the 
idea of walking to 
and from the office 
once in a while by 
way of Fiduciary 
Avenue, instead of 
Wall St., entered 
his head only long 





ROBERT A. JONES 


enough to be dismissed. Occasionally 
he would poke his cane into an estate 
or a trust, but generally he maintained 
his accustomed gait with only a passing 
glance at the mysterious piles of assets 
and heirlooms that decedents manage 
somehow to collect. Cousin Life Insur- 
ance contented himself with selling 
“protection,” so that widows and or- 
phans would not have to live, at least 
for a while, with in-laws or on poor 
farms, and he did not pay much atten- 
tion to the ultimate results of his efforts. 
There weré always more customers. 
Aunt Accountant busied herself with 
audits and company statements and 
never bothered her statistically coiffeured 
head with the thought of becoming 
involved in estates and trusts, where hu- 
man relationship problems seemed so 
out of alignment with figures and cal- 
culations. Uncle Lawyer was the big 
big wheel in the fiduciary field. He was 
the only member of the family to whom 
testators and grantors could talk about 
the disposition of their property and 
reasonably expect to be understood. He 
wore a stove-pipe hat, his language was 
learned and when he came out with “per 
stirpes and not per capita” it sounded 
very convincing. But he did not have to 
exert himself too much except to write 
out instructions in legal English and 
make sure that he was named in the 
instrument as executor and trustee. Yes, 
fifty years ago Uncle Lawyer was having 
himself a (fiduciary) field day — and 
properly so — but even he got along 
right well without Estate Planning. In 
short, there was no need for the boy. 


And Old Man Taxes? In 1904 he was 
not a very virile fellow. His voice was 
a whisper, he was anemic and living 
his life quietly, pretty much ignored by 
everybody. His estate, income and gift 
muscles were puny and underdeveloped. 
He had no idea what a giant he could 
become if he really exercised those 
muscles, and little appreciated what an 
easy transition it would be from giant 
to ogre. When he was to discover how 
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he could throw his weight around — 
having a mean streak anyhow — he 
began to cultivate the kind of personality 
that sent people scampering in all di- 
rections to evade — pardon, avoid — 
him. 

Thirty years later he was to be put 
on his mettle to support practically 
everybody everywhere and he faced up 
to his job seriously. Congress and the 
various States trained him and their 
tutelage proved so successful in develop- 
ing his power that they came to fear 
him themselves. They had rubbed the 
lamp like Aladdin and Old Man Taxes 
appeared like a genie. The Old Man 
was beginning to make life miserable 
for testators and grantors until Necessity 
introduced him to Common Sense (who 
had been hanging around all the time, 
looking expectant and just waiting for 
something’ like that to happen) and 
fortunately, they evolved Estate Plan- 
ning. 


Assets and Income Change Form 


The members of the Trust family 
know a good thing when they see one. 
So today they take Estate Planning 
around to meet their best customers, 
confident that when he is given a chance 
to exercise his many charms on a sticky 
estate or trust problem, all evil will dis- 
appear. In some homes it takes time to 
get the welcome fire lighted, but once 
the flame starts under the kindly min- 
istrations of Estate Planning, even the 
estate owners develop a ruddy glow. 


Fifty years ago, when TRUSTS AND 
EstaTes began its distinguished career 
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as Trust Companies Magazine life was 
relatively simple and easy for the prop- 
erty owner. The character of assets 
people possessed in 1904 was in many 
respects similar to the assets of today, 
although there were some real differ- 
ences. More folks used real estate and 
mortgages as prime investment outlets 
a half century ago and conducted busi- 
ness locally as sole proprietors or part- 
ners. There was far less life insurance. 
The corporation idea was catching on 
(the United States Steel Corporation 
was organized only in 1901) but people 
had not yet reached the stage of in- 
corporating everything, including them- 
selves. 


Our national economy had com- 
menced to expand but was still in its 
infancy. In 1904, the total value of 
goods and services produced in the 
United States was a paltry 25 billions 
of dollars; for 1953 that figure stood 
at 367 billions. On the New York Stock 
Exchange fifty years ago were listed 
383 different issues of stock, represent- 
ing a total of about 83,000,000 shares. 
At the end of 1953, the Exchange listed 
1530 issues, representing almost 3,000,- 
000,000 shares. Curiously enough, the 
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number of issues of bonds on the Ex. § ‘hit 


change was only about 10% less in’ hav 
1904 than it is today, although the pres. ¥ ° 
ent multiplicity of governments and | eral 
municipals, many of which are traded he « 
elsewhere than on the Exchange itself, } 1” 
makes this comparison difficult; and | the 
most of the issues (of both bonds and / if t 
stock) were those of railroads. 4 $50! 

bur 
Far-away Investments — and Cash © itl 


In 1904, it was unusual for a man felt 
in Maine to own oil and gas interests 





in Texas and for an investor in Cali.) oe 
fornia to put some of his money in a a t] 
Michigan industry. Today, with our) |... 
methods of doing business on a nation. © 
wide basis and with our modern media — N 
of information and education in finan. | both 
cial and investment affairs, people all rath 
over the world have stakes of varying leave 
sizes in almost every segment of our | !rier 
economy. Thus the problems in taking bequ 
care of today’s holdings have multiplied char 
both in variety and technicalities and in } Sha" 
dispersion from a local to a national — ofter 
level. g ‘reat 
One similarity between 1904 and to- © = 
day illustrates the need for greater in-” },,. 


telligence in the disposition of today’s { sm 
estates: the habit persists of keeping) 


P woul 
only a modest portion of one’s wealth 








in cash. But the calls on that cash in ra 
the event of death were vastly different } \ +1 | 
in 1954 than they were at the turn of eye 
the century. Fifty years ago it would] 4. ¢ 
have been rare to see a forced sale of 
estate or business assets to satisfy the iv 
cash demands, but today that happens § "8S ' 
with startling frequency. Cash require: | Old , 
ments of the 1904 estates were usually § "act 
limited to funeral expenses and debts— | eral 
today the specter of taxes haunts the §"%° ‘ 
administration of every estate that is § Mtl 
substantial enough to have to meet a 1919. 
tax bill. That does not mean only the Man 
estates of millionaires; it means the§ 8#™e 
property of the average man who dies! teen 
possessed of the usual accumulations of began 
his labors, including life insurance. Be ‘stat 
the tax bill large or small, the collector today 
wants it in cash on the barrel-head at! of ho 
the appointed time and the executor‘ ulate 
must produce it. Surprisingly seldom) testat 
does an estate have cash in the amounts) “UE 
needed today. Estate Planning does one - 
of his best feats in anticipating this § '°” 
situation and preventing an estate hav- * at 
ing to liquidate its best assets. i. 
awye 
It Used to be Fun The 
Back in 1904, when a testator shook ning { 
° ° ing rf) 
off, at least temporarily, his fear off a: 
. ; ‘ ; at } 
dropping dead if he made his will, and h 
went to sée his lawyer, what did he _ 
Marc 
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think about? The taxes his estate would 


a have to pay? No, sir. Old Man Taxes 
pres. WAS 2 nobody. He was not on the Fed- 
ail eral scene at all and in New York State 
aded 4 he exacted the almost minute tribute of 
tself, | 1% on property passing to members of 
and 9 the testator's immediate family, or 5% 
aan if the estate went to collaterals. So a 
$500,000 estate in New York bore the 
) burden of a $5,000 tax on assets going 
Cash '° the widow and children. At that time 
| most of the other States had not even 
man) felt of the Old Man’s estate tax muscle 
"rests __ by 1916 more than half of them im- 
Cali. ) posed no estate or inheritance taxes and 
im @) in that year the first Federal Estate Tax 
our") was enacted. 
or No, the estate tax problem did not 
‘nan. | bother the 1904 testator. He pondered 
le all.) tather on what proportions he should 
rying leave to his wife and children (and a 
our | friend, occasionally? ), with perhaps a 
aking bequest for his alma mater or favorite 
plied charity. Maybe some part of the wife’s 
nd in | Share should be put in a trust and more 
jonal | often the daughter’s share would be 
| treated that way, so that her husband 
| (who was bound to be a somewhat 
d to- ' shiftless character) would not squander 
‘TM her inheritance. The family business? 
day's | Leave it to the sons, of course, who 
§ 


be } would receive it intact and go right on 
jea™') running it as their father had done. It 





sh in] must have been sort of fun making a 
ferent § will in 1904 and seeing in your mind’s 
mn of eye your family enjoying practically 
a } the full benefit of your assets. 

-é Even the accumulation of the property 
ppens 4 Was fun in 1904, and it could be done. 
quire: Old Man Taxes then had a completely 
sually | mactive income-tax thyroid. The Fed- 
bts— | tal government did not make regular 
s the 9 Use of that method of capital torture 
at is § Until 1913 and New York State not until 


1919. For some time following the Old 


eet a 
a Man played a sort of cat and mouse 
; the™ game with the taxpayers, but about fif- 
. dies™ teen years ago he stopped fooling and 
ns of ., began to bite. Now he chews. When the 
e. Bel testator sees his lawyer about his will 
lector today, there is the additional problem 
ad at) of how income taxes will let him accum- 
cutor(| Ulate enough to leave to anybody. If the 
sJdom§ testator has been able or fortunate 
ounts™ 0ugh to gather some worth-while 
s one Sheaves from the world’s grain fields, 
- this Dow about giving some of it away to 
hav get it out of his estate? — he asks his 
lawyer or trust advisor. Fine, says the 
lawyer, if he pays gift taxes. 

There is Old Man Taxes again, grin- 
chook "2g fiendishly at the prospect of pounc- 
ar off, 28 on some luscious gifts. He knows 
|, and that if the gift isn’t arranged expertly, 
1 he he can enjoy the taste of the same prop- 
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Old Man Taxes 





erty once more in his estate tax craw. 
Nothing like that in 1904, So today the 
whole business of deciding what he can 
and ought to do about his property be- 
comes a matter of contention more than 
intention unless — you’ve guessed it — 
our prodigy Estate Planning is brought 
to the council table. 


Saving Taxes May Spoil the Plan 


Enough has been written and spoken 
to fill many a tome and inflate many a 
balloon about the folly of having no 
estate plan. Everyone also agrees that 
a poorly-contrived plan can often be 
worse than none at all and it is not the 
purpose of this effort to cite cases where 
the proper application of knowledge and 
intelligence has saved an estate from 
chaos. Any estate lawyer or trust officer 
can give hair-raising experiences. What 
is sometimes overlooked, however, in 
the zeal to work out a perfect dilly of 
an estate plan, is the warping of it out 
of its normal and natural shape so as 
to avoid Old Man Taxes. When that 
happens, the results can be unfortunate. 
Doctors would describe it as a success- 
ful operation where the patient died. A 
caveat should be entered with every 
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member of the Trust family not to let 
Estate Planning put on so much person- 
ality that the plan, with all its fancy 
tax gadgets, fails fundamentally to carry 
out the testator’s wishes and provide 
for his dependents. 


Old Man Taxes deserves some healthy 
respect but not to the extent of lacing 
the family — and perhaps the testator 
himself — in girdles that will be too 
tight for them in the future. Weigh the 
human element in each situation and 
consider the psychological problems 
which the plan must deal with or may 
produce. Make it effective practically 
and legally, to care for the testator him- 
self during his life, and his family after 
his death and try to do all this as eco- 
nomically and as reasonably as possible. 
There is a great deal of leeway — under 
expert guidance. 


If a testator wants to meet Estate 
Planning, how does he go about it? 
Any member of the Trust family will 
arrange the introduction and where the 
facts of the case require other members 
(Uncle Lawyer must, of course, be 
there), they can and should be called 
on for duty. As to who should be 
chosen first, that would seem to be the 
prerogative of the testator, in whose 
interest each has his special contribu- 
tion to make. 


Yes, little Estate Planning, you have 
done a wonderful job in your short 
span of life. You have helped make fi- 
duciary life far more effective and testa- 
tors and grantors who have known you 
think you are a pretty fine citizen. In 
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the trust business of 1954, to be with- 
out you would be as indecent as for a 
Harvard man to die and fail to leave a 
bequest in his will for “The President 
and Fellows.” It just could not happen. 


Caution Signs 


Many years ago, when wills became a 
general device for property devolution, 
Dame Common Sense had another child. 
His father might well have been Mr. 
Knowledge. He never even had a real 
name, but some people called him Prob- 
lem Avoidance, which is as good a 
monicker as any. 


Like Peter Pan, he is ageless—a per- 
petual juvenile. He was here in 1904 
and he is here in 1954. He will be 
here in 2004. Even though he has been 
around in the Trust family for years, 
it was not until relatively recently that 
much polite attention has been paid to 
him except by Uncle Lawyer, who was 
the only member of the family to keep 
him under reasonable control, particu- 
larly at will-drafting time. One thing 
Problem Avoidance never has liked is 
to be ignored. Treated kindly, he causes 
no disturbance whatsoever but sits quiet- 
ly in his corner of the kitchen and 
minds his business. To neglect him, 
however, is to court disaster. He will 
barge into the parlor when the family 
has company and make himself gener- 
ally obnoxious. Executors and trustees 
who come calling on the Trust family 
find him especially objectionable, if no 
one has pampered him in advance, and 
have to spend plenty of time, trouble 
and money cleaning up after Problem 
Avoidance has upset their client’s apple- 
cart. 


Nevertheless, this half-brother can be 
quite an important fellow with the owner 
of a modest estate, who may not have 
estate tax worries but whose executor 
may have other kinds of woes, of which 
the following are but a few: 

A mixed-up domicile situation, par- 
ticularly if the testator owns homes in 
two states. Taxes may be of minor 
consequence, but somebody may have 
rights in one place and not in the other. 


Delay in probate, due to searching for 
relatives, or a will contest, both of 
which in many cases can be avoided by 
proper steps in advance. 


Asset hunting, because no one ever 
bothered to ask the testator what he 
owned and where it was. 

Omitting consideration of the marital 
deduction, the proper use of which could 
completely relieve from estate taxation 
an otherwise taxable estate. In an estate 
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of $125,000, this deduction could repre- 
sent savings of about $10,000 for the 
family. 

Inadequate provisions to deal with 
real estate, especially with the family 
home. Problem Avoidance carries on 
terribly when the widow is given a life 
use of the home but no funds are pro- 
vided for real estate taxes, insurance, 
repairs, general upkeep, assessments and 
other expenses. He screams to high 
heaven when the widow has to pay rent 
or even to vacate her home because the 
will failed to cover the matter properly. 
And he is not at all pleased with a trust 
which has a parcel of real property as 
its only asset. 

A crazy-quilt pattern for the disposi- 
tion of personal effects, such as bequests 
of indivisible things to several people 
or forcing the poor executor — who 
can’t even commission it — to select 
or divide the personal property among 
members of the family in his discretion. 


More Dangerous Oversights 


Failure to cover remission of prom- 
issory notes, some of which may even 
be outlawed and which are often owed 
by members of the testator’s family. 


Insufficient assets to cover all legacies 
and bequests, or so much to others that 
the testator’s immediate family has to 
go on short rations. One can even create 
an insufficiency of assets by well-inten- 
tioned but unscientific will provisions, 
as in the case of the well-to-do man who 
left outright bequest of some $100,000 
of his then quarter-million dollar estate 
to charities and the “rest and residue” 
to his children. When he died a couple 
of years later, the market decline — and 
tax rise — reduced the net estate to 
little over the $100,000 mark, and the 
“rest and residue” for the children was 
a paltry sum. 


Failure to keep the will up to date 
and to keep it revised to meet financial 
and family circumstances which are sel- 
dom static and are constantly changing. 
Problem Avoidance thinks this is awful. 


Ignoring of local laws about leaving 
a certain “must” percentage to the 
widow. This blunder can really cause 
anguish and demands the wisdom of 
Solomon to solve. 


Absence of full and requisite powers 
for the executor to deal with the estate 
assets through their administration. This 
is like tying the executor’s hands behind 
his back. If the testator cannot trust his 
executor and will not give him the 
proper tools for his job, why name him 
at all? Problem Avoidance particularly 





authority to deal with the testator’s 
business, if he has one, or there will be | 
a nasty scene. 


wants the executor to have complete / 


If the will creates a trust, must the 
beneficiary live on the income alone? J 
May principal be used, if advisable or 
necessary? And in whose discretion and 
by what tests? Are the tests clear and 
understandable? Has anybody stopped | 
to think that in 1904 a trust of $50,000 © 
would produce $3,000 a year, with no _ 
income taxes and with a high purchasing 
power, while today it would produce | 
$2,000 a year, less income taxes and 
with a seriously diminished purchasing | 
power? Problem Avoidance doesn’t like | 
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it when the life beneficiary starves —} yeal 
and everybody blames the trustee. of I 
Failure to consider family needs from | ty 
the human viewpoint and provide for’ nf 
those needs by an understanding will, af 
This is all-important and if the will is bel 

not responsive, Merry Ned is raised 
with everybody and everything con- fe 
nected with the estate. rs 
This list of occasions is by no means, TI 

complete, but it gives an idea of the™ h 
kind of thing that might set off the fire-| : ry 
works. While Estate Planning may be} =. 
the cynosure of all eyes when he is, oy 
reciting “Horatius at the Bridge” and oy 
getting all the applause, just take a peek em 
in the kitchen and let Problem Avoid-@ -“’° 
ance lick the ice cream dasher. It willy “Y 
be well worth while. _ 
be te 
done 
ee: enact 
Bar Holds Regional Trust 5g 
Meeting iis 

The latest in the American Bar Asso- § and 
ciation’s series of regional meetings was § whicl 
held in Atlanta early this month. On § influe 
March 5th, the Section of Real Prop § validi 
erty, Probate and Trust Law, with Chair § altho 
man Russell D. Niles presiding, pre & certai 
sented a program of outstanding inter) p+ 
est to the lawyers from the Southeast. 9 j, 
C. Baxter Jones, Macon attorney, what 
spoke on “Responsibilities of Expert restric 
and Non-expert Counsel in Estate Plan-§ which 
ning;” Trust Division Director Edward tion | 
C. King gave a paper on “Contract andi truste; 
Tort Liability of Trustees;” and a panel, The 
presided over by Vice Chairman Rush trusts 
H. Limbaugh, conducted an “Informe ao 
tion, Please” session. Participants i tm 
the latter were Thomas H. Leath of ng 
Rockingham, N. C., James N. Frazer of = o 
Atlanta, William A. Lane of Miami,§m, tna 
Thomas S. Edmonds of Chicago, James ir “ 


M. Hull of Augusta, and Danie! MB, 
Schuyler of Chicago. 8th, 1937 
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A Half Century of Trust Law 


PROGRESS TOWARD GOALS OF CERTAINTY, UNIFORMITY 
AND CAPACITY FOR GROWTH 


WILLIAM F. FRATCHER 


Professor of Law, University of Missouri, Columbia, Missouri 


HE MOST STRIKING DEVELOPMENTS 
: ip the law of trusts of the last fifty 
years are the vastly increased influence 
of Federal law and the growing extent 
to which state law has become statutory. 
The Federal Revenue Acts which created 
the income tax in 1913, the estate tax 
in 1916 and the gift tax in 1924, have 
had an enormous impact upon the pur- 
poses for which trusts are created, the 
terms of trust instruments and the work 
of trust administration. 


They have, moreover, influenced 
changes in state law. State legislatures 
and courts have recognized the undesir- 
ability of local rules which subject their 
citizens to disadvantages under the Fed- 
eral tax laws. For example, after the 
Revenue Act of 1942 provided that prop- 
erty passing by virtue of failure to ex- 
ercise a power of appointment should 
be taxed as part of the estate of the 
donee of the power, 29 jurisdictions’ 
enacted statutes empowering donees to 
release powers of appointment. Other 
state legislation is designed to facilitate 
use of the Federal charitable exemption 
and marital deduction. The extent to 
which Federal tax considerations have 
influenced the courts in determining the 
validity and effect of trust instruments, 
although not definitely calculable, has 
certainly been substantial.* 


Fifty years ago the statutory element 
in state trust law was negligible and 
what statutes there were tended to be 
restrictive, limiting the purposes for 
which trusts could be created, the dura- 
tion of trusts, and the discretion of 
trustees in the selection of investments. 
The number of state statutes affecting 
trusts has increased many fold and the 


ee 


Professor Lewis M. Simes, Floyd Russell Mechem 
Professor of Law and Director of Legal Research, 
University of Michigan, has made helpful sugges- 
tions for this article. 


7Ala., Cal., Colo., Conn., Del., Fla., Ga., Haw., 
ih, Ind., Iowa, Ky., Md., Mass., Mich., Minn., 
Miss., N. H., N. J., N. Y., N. C., Ohio, Ore., Pa., 
RL, S. D., Va., W. Va., Wis. 


*E.g. Morsman v. Comm., 90 F. (2d) 18 (C.C.A. 
8th, 1937), cert. den., 302 U.S. 701 (1937). 
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character of most of the recent legisla- 
tion is quite different. It tends to lift 
earlier restrictions on the purposes of 
trusts, to facilitate their use and admini- 
stration, and to increase the discretion 
of trustees in the selection of invest- 
ments. 


Certainty, Uniformity and Growth 


The trust was invented in the thir- 
teenth century as a device for avoiding 
restrictions and burdens of the feudal 
system which hampered the transfer and 
use of property. When it has not been 
limited by restrictive legislation, the 
trust has shown itself to be a remarkably 
flexible device, adaptable to meet new 
needs, individual and social. If the trust 
device is to have maximum utility, the 
law of trusts must be reasonably certain 
so the draftsman of a trust instrument 
can be sure that the provisions he in- 
serts are valid, it must be substantially 
uniform throughout the country so that 
a trust instrument valid in one state 
will be valid in others, and it must be 
capable of growth, so as to permit the 


The author has been 
reared in a_ fiduci- 
ary atmosphere, be- 
ing the son of Ver- 
non C. Fratcher, vice 
president of Detroit 
Trust Co. After grad- 
uation from the Uni- 
versity of Michigan 
Law School in 1936 
he practised law for 
five years with the Detroit firm of Lewis 
and Watkins, handling numerous trust and 
estate matters. He served in World War II 
as an Army judge advocate and has since 
taught trust law at the University of Mis- 
souri. Professor Fratcher has published a 
number of articles on the law of property 
and trusts, and is the author of the forth- 
coming book, Perpetuities and Other Re- 
straints which is to be published late this 
year as one of the Michigan Legal Studies. 
He is Chairman of the Committee on Cur- 
rent Literature Relating to Real Property 
Law, Section of Real Property, Probate and 
Trust Law, American Bar Association. 








adaptation of the trust device to the 
solution of new problems. 


The last half century has seen much 
progress toward the desirable ends of 
certainty, uniformity and growth. Cer- 
tainty has been created and growth has 
occurred in many fields through legisla- 
tion and numerous judicial decisions. 
Uniformity throughout the country has 
been advanced by a number of develop- 
ments. The National Conference of 
Commissioners on Uniform State Laws 
has prepared eight important uniform 
acts dealing with trust law: 


The Uniform Fiduciaries Act draft- 
ed in 1922 and adopted in 26 juris- 
dictions,® facilitates the work of trus- 
tees by protecting those who deal 
with them. The Uniform Principal and 
Income Act, drafted in 1931 and 
adopted by 21 states,4 makes certain 
the relative rights of income benefi- 
ciaries and remaindermen. The Uni- 
form ‘Trustees’ Accounting  Acet, 
drafted in 1936, was enacted by five 
states,5 and the Uniform Trusts Act, 
which regulates the liability of trus- 
tees, was drafted in 1937 and adopted 
by seven.6 The Uniform Common 
Trust Fund Act, drafted in 1938 to 
permit such funds, has been accepted 
in 24 jurisdictions.7 A Model Chari- 
table. Trusts Administration Act, 
drafted in 1944 and designed to adopt 
the cy pres doctrine, has been enacted 
in two states.8 A Uniform Trust Ad- 
ministration Act, defining the powers 
of trustees, was drafted in 1951 and 
adopted by one state,9 and a Uniform 


8Ala., Ariz., Colo., D. C., Haw., Idaho, Ill, Ind., 
Ky. (much modified), La., Md., Minn., Nev., N. J., 
N. M., N. Y., N. C., Ohio, Pa., R. I., S. D., Tenn., 
Utah, Wash. (in part), Wis., Wyo. 


4Ala., Ariz., Cal., Conn., Fla., Ill., Kans., La., 
Maine (in part), Md., Minn. (much modified) ; 
N. J. (much modified); N. C., Okla., Ore., Pa., 
Texas, Utah, Va., Wash. (in part); W. Va. 


5Ind. (enacted 1937; repealed and superseded, 
1945); Kans., Nev., N. M., Wash. (enacted 1941; 
repealed and superseded, 1951). 


®La., Nev., N. M., N. C., Okla., S. D., Texas. 


TAriz., Ark., Calif., Colo., D. C., Fla., Haw., Ida., 
Ill., Kans., Me., Mich., Miss., N. H., N. C., Ohio, 
Ore., S. D., Tenn., Texas, Utah, Wash., W. Va., 
Wis. See note 38 below. 


8Md., Vt. 
®Fla. 
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Act for Supervision of Charitable 

Trusts, drafted in 1952, was based on 

legislation already in force in three 

states.10 

Scholarly articles published in a large 
number of university law reviews and 
other legal periodicals, most of which 
have been established during the last 
fifty years, have been an influence to- 
ward uniformity. Uniformity has also 
been promoted by the publication of 
Professor George G. Bogert’s monumen- 
tal eight-volume work, The Law of 
Trusts and Trustees (1935), the Amer- 
ican Law Institute Restatement of the 
Law of Trusts (1935) and Professor 
Austin W. Scott’s four-volume treatise, 
The Law of Trusts (1939), which fol- 
lows the section numbering of the Re- 
statement and is, in effect, an excellent 
commentary on it. Uniformity has also 
been advanced by the publication of a 
number of fine specialized treatises, 
such as Dean Erwin N. Griswold’s 
Spendthrift Trusts (1936, 2d ed., 1947), 
Professor Lewis M. Simes’ Law of Fu- 
ture Interests (1936) and Professor 
Allan F. Smith’s Personal Life Insurance 
Trusts (1950). Notable contributions 
have been made by such writers as A. 
James Casner, W. Barton Leach, Rich- 
ard R. B. Powell, Mayo Adams Shat- 
tuck, Gilbert T. Stephenson and Joseph 
Trachtman. 


Obstacle to Objectives 


Throughout the period the most seri- 
ous obstacle to certainty, uniformity 
and growth in the law of trusts has 
been restrictive nineteenth-century leg- 
islation, most of it based on the New 
York Revised Statutes of 1830. The 
revisers who drafted those statutes were 
frankly hostile to the trust device and 
sought to limit its use to the protection 
of creditors, married women, infants 
and incompetents. The statutes abolished 
all trusts not expressly permitted, made 
the interests of income beneficiaries in- 
alienable and forbade “suspension of 
the absolute power of alienation” for 
longer than two lives in being. The 
latter provision was construed to make 
wholly void any trust which might last 
for more than two lives or which was 
set up to last for a period in gross, such 
as five years. 


As originally enacted, this legislation 
thus prohibited charitable trusts, pen- 
sion and profit-sharing trusts, business 
trusts with transferable shares, family 
trusts designed to last beyond the lives 
of two living persons, and fixed-term 
trusts, which have recently acquired tax 


10Mass, N. H., R. I. 
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advantages. It prevented flexibility and 
growth in the law of trusts and impaired 
both certainty and uniformity by mak- 
ing the English precedents inapplicable 
and providing a system of trust law 
which differed markedly from that in 
common law jurisdictions. 


The New York legislation was 
adopted, wholly or in part, by eleven 
other states.14 Since 1904 efforts to 
secure the repeal or liberalization of 
the statutes restricting suspension of the 
absolute power of alienation have been 
successful in six of these states!” but 
failed in New York itself because a bill 
to accomplish this purpose was vetoed 
by Governor Franklin D. Roosevelt in 
1931. In New York and all of the other 
states with this type of legislation stat- 
utes have been enacted to permit addi- 
tional types of trusts, such as charitable 
trusts and employees’ trusts, but the 
basic principle of the legislation, that 
all trusts are void unless expressly per- 
mitted by statute, impedes the growth 
of trust law and the application of the 
trust device to meet new needs. 


Definiteness of Beneficiaries 


A private trust must have benefici- 
aries who are definitely ascertainable 
from the trust instrument and extrinsic 
facts, or who are to be selected from a 
group which is definitely ascertainable, 
and the interests of the beneficiaries 
must be certain to vest within the period 
of the Rule Against Perpetuities. It is 
usually impossible to conform to these 
requirements in the creation of trusts 
for charity, trusts for care of graves, and 
trusts to provide employees with such 
benefits as profit-sharing, disability com- 
pensation, pensions and death benefits. 


English law has always exempted 
charitable trusts from these require- 
ments but in 1904 six states'® did not 
do so at all and others did so only to 
a limited extent, their courts adopting 
narrow definitions of charity and apply- 


4Ariz. (1913; land only; two lives and 21 yrs.) ; 
Cal. (1872; any number of lives); Idaho (1887; 
any number of lives); Ind. (1843); Mich. (1846; 
land only) ; Minn. (1851; land only) ; Mont. (1895; 
any number of lives) ; N. D. (1877; any number of 
lives) ; Okla. (1890; any number of lives); S. D. 
(1877; any number of lives); Wis. (1849; land 
only; period changed to two lives and 21 yrs., 
1887). 


12Cal. (alternative period of 25 years in gross 
permitted, 1917; period of common law Rule 
Against Perpetuities substituted, 1951); Ind. (re- 
pealed, 1945); Mich. (repealed, 1949); N. D. (al- 
ternative period of 25 years in gross permitted, 
1933; period of common law Rule Against Per- 
petuities substituted, 1953); Okla. (period of com- 
mon law Rule Against Perpetuities substituted, 
1941); Wis. (extended to personal property, 1925; 
period changed to any number of lives and 30 
years, 1927). Other types of statutory rules against 
perpetuities were repealed in Ala. (1931), Conn. 
(1895), Miss. (1930), Ohio (1931) and Wyo. (1949). 


18Md., Mich., Minn., Va., W. Va,, Wis. 





ing strict rules as to manifestation of 
charitable intent and definiteness of 
charitable purpose. Since then the six 
states have enacted statutes exempting 
charitable trusts from these require- 
ments and judicial decisions have shown 
a distinct trend toward expanding the 
concept of charity and liberalizing the 
rules as to manifestation of charitable 


intent and definiteness of charitable { 


purpose. For example, trusts for “benev- 
olent” purposes have been held to be 


| 
charitable, and provisions empowering || 


the trustee to select the particular chari- 
table purpose, as in the now popular 
community trust, have been sustained. 
There has been a pronounced trend to- 
ward acceptance of the cy pres doctrine. 


Recent investigations in England and 
this country have revealed abuses in the 
administration of charities. Five states! 
have enacted statutes to provide public 
regulation of the administration of 
charitable trusts, the National Confer- 
ence of Commissioners on Uniform 
State Laws has prepared a Uniform 
Supervision of Charitable Trusts Act, 


and it is probable that many states will | 


adopt legislation of this type. The Fed- 
eral Government has entered the field 7 
of regulation by making public portions 4 
of the reports made by tax-exempt 4 
charities and it may extend its control 
by limitation of tax exemption. 


Trusts for employees are not usually 
charitable. Within the past few years 
24 states'® have enacted statutes ex- 
empting employees’ trusts from the pri- 
vate trust requirements that the benefi- 
ciaries be definitely ascertainable and 
that their interests be certain to vest 
within the period of the Rule Against 
Perpetuities, and two have similarly 
exempted trusts to provide retirement 
benefits for self-employed persons.'® 


Trusts for care of graves likewise are 
not generally regarded as charitable. 
They have been exempted by statute in 
at least 20 states.17 More legislation of 
this type is to be anticipated. 


Duration 
4 


tion of trusts. If all the beneficiaries of 
a private trust are alive and ascertained, 
they may compel its termination even 


14Mass., N. H., Ohio, R. L, S. C. 


15Ala., Cal., Colo., Conn., Del., Ga., Ill., Ind. 
La., Me., Mass., Mich., Minn., Mo., N. J., N. Y+ 
N. C., Ohio, Okla., Pa., R. I., Va., W. Va., Wis. 


16N, Y., Okla. 


7Ala., Ark., Colo., Fla., Ill, Ind., Md., Mich. 
Minn., Mo., N. J., N. Y., Okla., Ore., Pa., S. C+ 
Tex., Va., W. Va., Wis. There are statutes of nar- 
rower scope in Del., D. C., Iowa, La., Me., Miss. 
and N. C. 
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of | 4 material purpose of the trust. As the vate trusts by statute.1® In the absence of is computed from the effective date of 
six | Rule Against Perpetuities requires that statute, there is general agreement that the instrument creating the interest 
‘ing | all the beneficiaries be alive and ascer- provisions making private trusts inde- which, in the case of a deed, is the date 
jire- tained within lives in being and 21 structible forever are void and some of delivery and, in the case of a will, 
wn | years, it ensures that every trust will authority for the view that such provi- the death of the testator. At one time 
the | be terminable, at the option of the bene- sions are invalid if designed to be oper- it was thought that all interests created 
the | ficiaries, within that period. Hence, ative for longer than the period of the by the exercise of a power of appoint- 
able |} under English law, a trust cannot tie Rule Against Perpetuities. It does not ment were to be treated as created by 
able | up property for longer than the period follow that the trusts themselves are the instrument creating the power, that 
| up property 8 pe ! = t gp 
nev- |) of the Rule. void. This problem is likely to cause is, the instrument of appointment was 
be | The New York Revised Statutes of considerable difficulty in the future. to be read as if it were part of the 
ring | 1830 and statutes in other states based P ae ‘2 let; instrument creating the power. 
‘arl- “) on them were construed to prevent the a re and Accumulations By 1904 it was well settled in com- 
ular © beneficiaries from compelling premature Speaking generally, the common aw omits ls jurisdictions, however, that, 
ned. |) termination of trusts and to make wholly Rule Against Perpetuities invalidates in the case of a presently exercisable 
| to- | void trusts which might last longer than any future interest, including the inter- general power of appointment, the pe- 
ime. | the permissible period of suspension of est of a trust beneficiary, which is not jo of the Rule is computed, as to 
and | the absolute power of alienation. Fol- certain to vest, if at all, within lives in appointed interests, from the date of 
the | lowing the decision in Claflin v. Claf- exercise of the power and, as to inter- 
test 4 lin,"* most American courts have held 19Ariz. (land only; two lives in being and 21 ests limited in default of appointment, 
7 i s.); Cal. (li in being and 21 yrs.); D. C. . s 
iblic that, without the consent of the settlor, (spendthrift wonh only; lives in being and 21 from the expiration of the power. A 
of | the beneficiaries of a trust cannot com-  yrs.); Towa (lives in being and 21 yrs.); La. 1933 Delaware statute provides that the 
} ; 1 , (life of benefici r 10 yrs. after settlor’s death ; ‘ * 
ifer- pel its premature termination if to do invalid inte Stan eats When (land only ; lives period shall be computed, as to inter- 
‘orm so would defeat a material purpose of in being and 21 yrs.); on ee a weap ests appointed under a special power, 
: Nev. (spendthrift trusts only; lives in being an . 
‘orm § the trust. A dead settlor cannot con-  3,°),,))'N. ¥. (two lives in being); N. D. (lives from the date of appointment. In other 
. in being and 21 yrs.) ; Okla. (lives in being or 21 ob Be he : : 
Act, sent. = years.; business trusts excepted); S. D. (lives in JUTisdictions the period is computed, as 
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ered since 1904 have settled that, in 
common law jurisdictions, facts occur- 
ring between the creation and exercise 
of a special power of appointment can 
be considered in determining whether 
an interest appointed under the power 
was certain to vest within the period of 
the Rule. A case decided in 1952*° 
held that facts occurring between the 
creation and expiration of a special 
power of appointment could be consid- 
ered in determining whether interests 
limited in default of appointment were 
certain to vest within the period of the 
Rule. It is probable that this doctrine, 
too, will gain general acceptance. 


In addition to changing the nature 
and shortening the period of the Rule 
Against Perpetuities, the New York 
Revised Statutes of 1830 codified the 
law of powers in such a manner as to 
alter radically the definitions of general 
and special powers and, probably, to 
adopt the now obsolete theory that an 
instrument of appointment is to be read 
and treated as if it were part of the 
instrument creating the power. In the 
nine states*! with statutes as to powers 
based on those of New York, the extent 
to which the pre-1904 developments as 
to general powers and the post-1904 
developments as to special powers men- 
tioned in the preceding paragraph, can 
be accepted is doubtful. 


A 1947 Pennsylvania statute and a 
1953 New Hampshire decision** appear 
to change the Rule Against Perpetuities 
radically by permitting facts which 
occur after the creation of the interest 
to be considered in determining cer- 
tainty of vesting even when no power 
of appointment is involved. There is 
current agitation for the adoption of 
this change elsewhere, the outcome of 
which it is too early to predict. 


A provision that trust income be 
added to principal is valid at common 
law so long as all interests in the 
accumulated fund are certain to vest 
within the period of the Rule Against 
Perpetuities. An English statute of 1800 
limited the permissible duration of 
accumulations to 2] years or a minority 
after the death of the settlor. Illinois and 
Pennsylvania enacted statutes based on 
the English act. The New York Revised 
Statutes of 1830 prohibited accumula- 
tions other than those for the benefit 


*eSears v. Coolidge, 108 N.E. (2d) 563 (Mass. 


1952). 

2Ala., Ind., Kans., Mich., N. Y., N. D., Okla., 
S. D., Wis. Minn. statutes of this type were re- 
pealed in 1943. 


“Merchants National Bank v. Curtis, 97 A. (2d) 
207 (1958). 
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of a minor during minority and ten 
other states** adopted similar statutes. 


These statutes cause difficulty as to 
such provisions of trust instruments as 
directions to use income to pay off a 
mortgage on the trust property or to 
make permanent improvements, to treat 
stock dividends as principal, or to use 
income to pay premiums on a life in- 
surance policy held in a funded life 
insurance trust. Of the 13 states which 
had statutory restrictions on accumula- 
tions in 1904 one** has since repealed 
them entirely and five®> have increased 
the permissible duration. Ten states”® 
have by statute excepted certain types 
of accumulations from their common 
law or statutory restrictions. 


Restraints on Alienation 


Under English law the interest of a 
trust beneficiary is freely transferable 


Ulli 


&s 





%Ala. (minority or 10 yrs.); Ariz. (land only; 
21 yrs. for charitable and literary corporations) ; 
Cal.; Ind. (personalty only); Mich. (land only; 
accumulations for married women permitted); 
Minn. (land only); Mont.; N. D.; S. D.; Wis. 
(land only; 21 yrs. for charitable and literary 
corporations; accumulations for married women 
permitted). 

*%Mich. (extended to personalty, 1949; repealed, 
1952). 

=Cal. (lives in being and 21 yrs., 1951); IIL. 
(lives in being and 21 yrs., 1953); Ind. (extended 
to land and period changed to 21 yrs. or 10 yrs. 
beyond minority of beneficiary, 1945); Mont. (any 
number of lives, 1939); Pa. (life of settlor or mi- 
nority of beneficiary, 1947). A 1939 Nevada statute 
limits accumulations in spendthrift trusts to lives 
in being and 21 years. 


26T]]. (trusts for employees and care of graves) ; 
Ind. (directions for upkeep, repair and manage- 
ment of trust estate, allocation of extraordinary 
dividends, sinking or reserve funds) ; Mich. (trusts 
for employees and care of graves); Minn. (trusts 
for employees) ; Mo. (trusts for employees); N. Y. 
(trusts for charity and employees; directions for 
payment of life insurance premiums) ; Ohio (trusts 
for employees) ; Pa. (trusts for charity, employees 
and incompetents ; directions for allocation of ex- 
traordinary dividends, reserves for administration 
and payment of life insurance premiums); R. I. 
(trusts for employees); Wis. (trusts for employees 
and care of graves). It should be noted that char- 
itable trusts are generally exempt from the indirect 
restriction on accumulations imposed by the com- 
mon law Rule Against Perpetuities. 











tors is void.2* The New York Revised 
Statutes of 1830 made the interests of 
income beneficiaries of trusts inalien. 
able and limited access by creditors to 
the surplus above the amount required 
for the education and support of the 
beneficiary. As to voluntary transfer, 


four states have statutes like that of § 
New York,** two have statutes making | 
income beneficiaries | 
inalienable unless the trust instrument | 
and nine have © 


the interests of 
authorizes _transfer,?® 
statutes validating provisions in trust 
instruments which prohibit transfer of 
the interest of an income beneficiary.*” 


As to access by creditors, eight states | 


have statutes like that of New York.*! 


five have statutes wholly barring ac- | 


cess,®* six have statutes permitting the 
trust instrument to prohibit access,” 
and one has a statute making such a 
prohibition void.** 

Where the matter is not regulated by 
statute, most states have, during the last 
fifty years, accepted the 


terest and access by his creditors is 
valid. The trend of recent decisions is 
toward holding valid such restraints on 
a beneficiary’s interest in principal. 
There is a tendency, however, to hold 
spendthrift restraints ineffective as 
against certain special types of claims, 
such as those for support of a wife or 
child, alimony, necessaries furnished 
the beneficiary, services or materials 
which preserve the beneficiary’s interest 
and tax or other governmental claims. 
The status of tort claims is a current 
issue. New Hampshire and Rhode Island 
have rejected the spendthrift trust doc 
trine and follow the English law. 


Trust Investments 


In 1904 some states had _ statutory 
“legal lists” of permissible trust invest- 
ments, which usually included gover- 
ment securities, first mortgages and 
some types of corporate bonds but ex: 


“7An exception to this rule, in the case of trusts 
for married women, was abolished by statute ™ 
1935. 


°8Mich., Minn., Mont., Wis. (All as to land only). 
*~Ind., Kans. 


30Cal., Del., La., Nev., N. D. (land only) ; Okla. 
S. D. (land only); Va., W. Va. 


31Gal., Conn., Mich. (land only); Minn. (land 
only) ; Mont. (land only) ; N. D. (land only) ; 5.2. 
(land only) ; Wis. (land only). 


82Ala. (income under $1800); Ill., N. C. (income 
under $500); Tenn., Wash. 


33Del., La., Nev., Okla., Va., W. Va. 
“Ky, 
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and a provision of the trust instrument | 
prohibiting transfer or access by credi- | 


so-called 
“spendthrift trust” doctrine that pro-§ 
visions of a trust instrument prohibiting [ 
transfer of an income beneficiary’s in-§ 
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STATES 


cluded corporate stock. Other states per- 
mitted a trustee to make those invest- 
ments which a prudent man would make 
for permanent investment of his own 
funds. This “prudent man” rule was 
held in some states to permit purchase 
of sound corporate stock but in others 
it was not. 


During the last twenty years low in- 
terest rates and inflation have made the 
investments permitted by the older legal 
lists and the narrow form of the “pru- 
dent man” rule much less desirable. In 
consequence, many states have by stat- 
ute*® or judicial decision*** adopted the 
“prudent man” rule in its broad form, 
permitting investment in_ corporate 
stock, and others have adopted the rule 
in part or expanded their legal lists to 
include common stock.*® A number of 
recent statutes expressly permit pur- 
chase of life insurance, annuity and en- 
dowment contracts.*7 


Although in most states the rule is 
now phrased in terms of the “prudent 
man,” the greatly increased use of cor- 
porate and other professional trustees. 
with investment analysis facilities supe- 
rior to those of ordinary men, may be 
working a subtle change in the meaning 
of this phrase. In its actual application, 
“prudent man” may be tending to mean 
“prudent trust company,” at least when 
professional trustees are involved. 


It is difficult to achieve desirable 
diversification of investments with a 
small trust, and the common law did not 
permit a trustee to mingle funds of 
different trusts. A 1926 article in this 
magazine suggested legislation permit- 
ting common trust funds. Forty-one jur- 
isdictions®® have since enacted such leg- 
islation and the Federal Revenue Act of 
1936 exempted such funds from taxation 
as corporations or associations. 


The propriety of investment in shares 
of investment companies and _ invest- 
ment trusts is regarded doubtful at com- 
mon law because it involves delegation 
of the trustee’s discretion. Several states 
have recently enacted statutes to permit 
such investment.*® 


_—__ 


®Cal., Colo., Conn., Del., Fla., Idaho., Ill., Kans., 
Me., Mich., Minn., Nev., N. M., Okla., Ore., Tenn., 
Tex., Utah, Wash., W. Va. (charities only). 


“*Missouri (1940). Earlier decisions had adopted 
the rule in Ky., Md., Mass., N. C., R. I., Vt. 


*D. C., Ind., Nebr., N. H., N. J., N. Y., N. D. 
(corporate fiduciaries only), Ohio, Pa., S. C., Wis. 


“Ala., Fla., Idaho, Ind., Iowa, Ky., Mass., Mich., 
Minn., Nebr., N. C., Ohio, Pa., Tenn., Wis. 


*Ala., Ariz., Ark., Cal., Colo., Conn., Del., D. C., 
Fla., Ga., Haw., Idaho, Ill, Ind., Kans., Ky., La., 
Me, Md., Mass., Mich., Minn., Miss., Nebr., N. H., 
N. J., N. Y., N. C., Ohio, Okla., Ore., Pa., S. D., 
Tenn., Tex., Utah, Vt., Va., Wash., W. Va., Wis. 
See note 7 above. 


*E.9g. N. H., N. M., Ohio, S. C., Tenn., Wash. 
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Normally a trustee is under a duty 
to earmark securities by holding them 
in his name as trustee of the particular 
trust to which they pertain. Some recent 
statutes permit holding securities in the 
name of a nominee. Legislation and 
judicial decisions of recent years have 
tended to re-emphasize the rule against 
self-dealing by trustees. 


Principal and Income 


In the early years of this century 
the preponderance of authority favored 
the “Pennsylvania” rule that dividends, 
whether cash or stock, are allocable to 
income only so far as declared out of 
corporate profits earned during the 
period of the trust. A minority of states 
followed the “Massachusetts” rule that 
stock dividends are always principal and 
cash dividends always income. The Uni- 
form Principal and Income Act, adopted 
by 21 states,*° including Pennsylvania, 
embodies the Massachusetts rule and 
the trend of judicial decisions is in the 
same direction. 


Fifty years ago, current charges and 
trustee’s fees were customarily payable 
exclusively from income. In recent years 
there has been a distinct trend, by stat- 
ute and judicial decision, to permit the 
carrying charges of unproductive prop- 
erty and part of the trustee’s fees to be 
paid from principal and to allocate to 
income part of the proceeds of sale of 
unproductive property. The Uniform 
Principal and Income Act provides that 


4°Note 4 above. 


the cost of improvements which enhance 
the value of the trust property shall be 
paid initially from principal and amor- 
tized thereafter from income during the 
anticipated duration of the improve- 
ment. Whereas it was formerly required 
that the excess cost of bonds purchased 
at a premium should be amortized from 
income, the Uniform Act and other 
recent statutes abolish this requirement. 


Toward Removal 
of Restrictions 


Space limitations preclude discussion 
of developments involving life insurance 
trusts, “Totten” or tentative savings 
bank trusts, business trusts, trust mort- 
gages, voting trusts, community trusts 
and “pour-over” trusts, that is, bequests 
to the trustee of a living trust. In these 
fields and those which have been dis- 
cussed, the last half century has seen 
much progress in the law of trusts to- 
ward the desirable goals of certainty, 
uniformity and capacity for growth. 


The widespread enactment of statutes 
liberalizing the rules as to trust invest- 
ments and permitting common trust 
funds has demonstrated the ability of 
professional fiduciaries to influence the 
adoption of beneficial legislation. If 
they will use their influence to secure 
the repeal of the remaining restrictive 
nineteenth-century legislation and the 
adoption of uniform laws designed to 
facilitate the creation and administra- 
tion of trusts, the years to come will 
see even greater progress. 
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Trust Examinations 


DEVELOPMENT OF SUPERVISORY PROTECTION 
FOR BETTER SERVICE 


ROBERT C. MASTERS 


Assistant Director, Division of Examinations, Board of Governors 
Federal Reserve System, Washington, D. C. 


ments in trust business in the 
United States during the past 50 years 
is the changed nature and extent of gov- 
ernmental supervision of corporate fidu- 
ciary activities. The history of Govern- 
ment supervision of trust departments 
of banks during that period, however, is 
largely a history of developments during 
the past two decades. 


QO. OF THE SIGNIFICANT DEVELOP- 


Prior to 1933, examination of trust 
department activities of the banks of the 
nation, where it existed at all, was spor- 
adic and relatively superficial. There 
were no specially designated trust ex- 
aminers — men trained and experienced 
in trust examination work — in the 
State and Federal supervisory agencies. 
The comprehensive trust examination re- 
port form and the procedural techniques 
common to present-day trust examina- 
‘ tions had not been initiated. Statutory 
and regulatory provisions, directly appli- 
cable to a bank’s activities in the trust 
field, either were non-existent or in need 
of considerable improvement to enhance 
their effectiveness. 


After eight years 
in the investment 
banking business in 
Boston, Mr. Masters 
joined the bank ex- 
amination staff of 
the Federal Reserve 
Bank of that city in 
1933. For the follow- 
ing 16 years he de- 
voted his entire time 
to the examination of State member banks 
and specialized, during the major portion of 
that period, in the examination of trust de- 
partments of such banks, being Trust Exam- 
iner from 1938 to 1949. On joining the staff 
of the Board of Governors of the Federal 
Reserve System in 1949, the author, a gradu- 
ate of the Graduate School of Banking, con- 
tinued in the field of bank supervision, with 
particular concentration on the responsibili- 
ties of the Board related to fiduciary matters 
and supervision of member bank trust de- 
partment activities. 
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As a prelude to discusion of events 
in the trust supervisory field beginning 
with the “bank holiday” period in 1933, 
it will be of interest to record briefly 
the general pattern of trust department 
supervision and examination during the 
period from the turn of the century up 
to that time. 


Early Supervisory Pattern 


While the history of some State-char- 
tered trust institutions dates from the 
early 19th century, the number of such 
banks actively engaged in trust business 
by 1900 was very small. Fifty-nine trust 
institutions comprised the membership 
of the Trust Company Section of the 
American Bankers Association in 1896, 
representing most of those active in the 
field at that time. National banks were 
not then empowered to engage in trust 
activities, and the volume of such busi- 
ness under administration by State banks 
was small. 


There is little evidence of supervision 
of trust business during the first 20 
years of this century except of the most 
cursory type. The typical examination 
of a trust department comprised a phys- 
ical verification of assets, with little or 
no attention to administrative activities. 
The attitude of the State supervisory 
authorities in 1904 was expressed in the 
words of Frederick D. Kilburn, State 
Superintendent of Banks in New York, 
when he stated “. . . if general examina- 
tion shows a (trust) company solvent, 
strong and prosperous and conducted in 
accordance with the law, the question 
of the proper discharge of each specific 
trust may be left without risk to the com- 
pany and to the determination of the 
courts at the final accounting . . .” 


In 1908, however, a study by the 
Trust Company Section of the American 
Bankers Association called attention to 
the fact that trust assets often far ex- 
ceeded the total resources of a trust com- 
pany and suggested that “there should 


be an appreciation of the necessity for 
better examination of the enormous as- 
sets and liabilities held by trust com- 
panies in fiduciary capacities.” But Clay 
Herrick, writing in 1915 in “Trust Com- 
panies, Their Organization, Growth and 
Management,” indicated that less than 
half the States had statutes satisfactory 
to regulate trust institutions and _ that 
examinations were discretionary with 


“an official who probably had little time © 


or inclination for the work.” 


Stimulus of Federal Reserve Act 


The passage of the Federal Reserve 
Act in 1913 and issuance by the Federal 
Reserve Board on February 15, 1915. 
of its initial regulation relating to the 
authority of national banks to exercise. 
upon obtaining a special permit from 
the Board, the limited fiduciary fune- 
tions* detailed in section 11(k) of the 
Act, opened the way for national banks 
actively to enter the trust field. During 
the ensuing dozen years, 2,103 national 
banks were granted authority to exer 
cise one or more of the powers contained 
in section 11(k) and had acquired per. 
sonal trust assets reported at more than 
a billion dollars held under approxi- 
mately 26,000 individual appointments. 
State banks also obtained a comparable 
share of the spectacular growth in per 
sonal trust business which accompanied 
the period of business expansion follow 


ing World War I. 


With the trust business of banks fast 
growing in importance, there was evi: 
dence of increasing attention to such 
activities in bank examination reports 
in use during this period by some of the 
State banking departments, the Federal 
Reserve Banks and the Office of the 
Comptroller of the Currency. However, 
the scope and nature of the factual me 
terial designed to be developed by the 


*In September 1918, the scope of fiduciary activ 
ties permitted to national banks under the Pm 
visions of section 11(k) was substantially enlarged 
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reports was concerned more with cus- 
tody and control of trust department 
property and related operating features 
than with the policies and activities 
concerned with the administration of 
fiduciary accounts. Supervisory author- 
ities tended to look upon fiduciary ac- 
tivities as bailee relationships. Trust ex- 


) amination activities during these years, 


and up to the period beginning with the 
collapse in the securities markets in 
1929, showed little indication of sub- 
stantial departure from the routine 


} phases concerned with checking securi- 


ties and reconciling cash held for trust 
department accounts. Examination pro- 


% cedures did not contemplate a special- 
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ized investigation of trust administra- 
tive practices and bank supervisory 
organizations were not, in the usual 
case, technically staffed to provide such 
an investigation. 


The rapid growth in number of banks 
engaged in trust business and the very 
substantial increase in the volume of 
trust business under their administration 
found some bank managements which 
failed to comprehend the duties, re- 
sponsibilities and potential liabilities as- 
sociated with fiduciary undertakings. 
Others were finding it extremely diffi- 
cult to obtain experienced personnel 
from the small and dwindling supply of 
technically trained individuals. The com- 
petition for available fiduciary appoint- 
ments led some to accept accounts more 
as a matter of expediency than sound 
policy. In the case of some others, the 
lack of information concerning trust 
administration contributed to adoption 
of practices which compromised funda- 
mental principles involved in the trust 
relationship and laid the basis for future 
surcharge actions. 


Repercussions of 1929 


The collapse of the securities markets 
beginning in 1929 and the deterioration 
of real estate values which closely fol- 
lowed, brought quickly into focus sev- 
eral weaknesses in trust administration 
and precipitated a series of difficulties 
which were embarrassing and costly to 
many trust institutions. Very few indi- 
vidual examples of maladministration 
were of such nature as to threaten a 
capital impairment but, as so often is 
the case, these few received such pub- 
licity that the public gained an entirely 
roneous impression of the quality of 
corporate fiduciary administration to the 
detriment of the great majority of trust 
Institutions whose administrative results 
were exemplary. 


One magazine article of the day bore 
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the insinuating title “Are Trust Com- 
panies Trustworthy?”. Another widely 
quoted book — highly critical of trust 
institutions — was titled “How to Lose 
Your Money Prudently.” It is true that 
serious losses were sustained by bene- 
ficiaries of trusts during this period. 
Some of these were inevitably connected 
with the shrinkage in values accompany- 
ing the world-wide depression. Others 
might have been avoided or minimized 
had the contributing causes been earlier 
recognized and corrected. 


It had now become clearly evident 
that uninformed or lax trust administra- 
tion created liabilities which might re- 
sult in capital impairment, and that 
these liabilities could be minimized by 
efficient and prudent administration. It 
was also evident that capable trust de- 
partment management sponsoring sound 


mirable document which established for 
the first time a self-imposed standard by 
which al] trust departments might be 
guided. 

Regulation F, promulgated by the 
Federal Reserve Board and relating to 
trust activities of national banks, has 
been revised many times since its ori- 
ginal issuance as Regulation H in 1915. 
Substantial changes in content concern- 
ing trust department organization and 
trust administration were made in the 
Regulation in 1919 and 1928, but the 
most notable revision perhaps was that 
of June 1936, at which time many of 
the principles enunciated in the State- 
ment of Principles of Trust Institutions 
were incorporated in the regulatory pro- 
visions. 

It was. at this stage in the history of 
trust business that trust department ex- 





Meeting last year in Washington, D. C., of A.B.A. Trust Division Committee on Relations 


with Supervisory Authorities and representatives of the latter. 


administrative policies was as vital to 
the maintenance of bank solvency as the 
management and policies concerned with 
loans and investments of the banking 
department. There remained little doubt 
that a more comprehensive review and 
appraisal of administrative policies and 
operating practices in a trust depart- 
ment was essential to satisfactory ful- 
fillment of bank supervisory responsi- 
bilities. 


Self-Imposed Standards 


All these circumstances gave impetus 
to a revision in laws and regulations re- 
lated to corporate fiduciary undertak- 
ings and to a trust examination new in 
approach — in philosophy and purpose 
— in method and scope — in personnel. 
One of the initial remedial measures was 
taken by the banks themselves, through 
the Trust Division of the American 
Bankers Association, by the promulga- 
tion in April 1933 of “A Statement of 
Principles of Trust Institutions,” an ad- 


aminations came into being involving 
a more comprehensive scope and more 
intensive methods of review and ap- 
praisal of activities concerned with fidu- 
ciary account administration. 


New Approach 


In the latter part of 1933, in ac- 
cordance with procedures approved by 
the Reserve Board, each Federal Reserve 
Bank made arrangements to add to its 
staff one or more examiners especially 
qualified to make examinations of trust 
departments. The development of more 
comprehensive examinations of the trust 
departments of State member banks was 
an important feature of the examina- 
tions of such banks during 1934. De- 
velopment of policy and practice re- 
lating to trust department examinations 
by the Office of the Comptroller of the 
Currency and the Federal Deposit In- 
surance Corporation was almost identi- 
cal in both time and form. 


All three Federal supervisory agencies 
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have cooperated actively in implementing 
this new supervisory effort and in de- 
vising special report forms to reflect the 
examination results. Some State authori- 
ties have developed their trust examina- 
tion activities along the lines adopted 
by the Federal supervisory authorities 
(a few had undertaken rather intensive 
trust examinations prior to 1933), but 
there are many States where scant atten- 
tion is being given to the fiduciary 
activities of banks. In some cases, how- 
ever, this seeming lack of attention is 
overcome, at least in part, through active 
participation by State authorities in joint 
examinations with a Federal agency. 


Reactions to the newly developed trust 
examiniation policy during the thirties 
were varied. There was fear that the new 
procedure represented “undue bureau- 
cratic encroachment upon the general 
field of fiduciary relationships” or that 
it would “saddle on the public unneces- 
sary and inconsequential bureaucratic 
activity.” On the other hand, Henry 
Sargent, then Secretary of the Trust 
Division, said “the new Federal super- 
visory policy, in contrast to the former 
‘count the cash and verify the securities’ 
method of trust department examina- 
tions, has given American trust business 
the first real examination in history.” 
Also, Leon M. Little, as President of the 
Trust Division at that time, regarded 
the inauguration of the new Federal ex- 
amination of trust departments as “the 
chief happening of the year . . . and 
founded on the proper fundamental prin- 
ciple of examination, i.e., on the basis 
of assistance to the trust department.” 


Objectives and Functions 


The objective of bank supervision is 
to aid in the maintenance of a system 
of strong individual banks, with sound 
assets, sound managements and sound 
operating policies. The underlying pur- 
pose of trust examination is to disclose 
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to the supervisory authorities the con- 
dition of a trust department and to de- 
termine the effect — immediate or ulti- 
mate — of trust operations upon the 
bank as a whole. Collateral purposes 
are concerned with the disclosure of 
practices which may be detrimental to 
settlors, beneficiaries and others for 
whom the bank acts in various fiduciary 
and agency capacities, and embrace con- 
stant efforts directed toward improve- 
ment in the standards of quality of trust 
service. The goal of trust department 
supervision since the inception of the 
present-day comprehensive review pro- 
cess has been to provide an examination 
constructive in character and of the 
greatest possible service to corporate 
fiduciaries and to the public by assisting 
banks to formulate and adhere to sound 
practices in the administration of their 
fiduciary business. 


In working toward these objectives, 
the function of trust examination in- 
cludes a determination of compliance 
with applicable laws and regulations, a 
review of the trust organization, of 
operations and of established safe- 
guards, a comprehensive inquiry into 
general administrative policies and prac- 
tices, the employment of a variety of 
testing procedures applied to individual 
accounts to determine conformity both 
with the provisions of controlling instru- 
ments and with accepted standards of 
corporate fiduciary practice, and over- 
all, an appraisal of the character and 
ability of the management responsible 
for the conduct of the trust business of 


a bank. 


Results of each examination — in- 
cluding the observations and conclusions 
of the examiner — are then evaluated 
and considered with regard to their 
effect upon the condition of the bank or 
upon the quality of fiduciary service 
being provided. Then, through the med- 
ium of the examination report, construc- 
tive comments and suggestions are made 
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dependent appraisal of the condi-| super 
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benefit from an objective outside 
appraisal of administrative prac- The 
tices and operating methods. depart 
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and determination of procedures ap §P0Tt. 
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in determining the nature and extent 
of the investigation to be made. 


In the development of examination 
scope and carrying out the basic ob- 
jectives of trust examination work, the 
supervisory authorities and the field trust 
examiners alike have all along been 
committed to the principle that the 
application of examination authority 
must be guided by logic and reason to 
the end that there is neither overem- 
phasis of authority nor an attempt to 
inject individual judgment or opinion 
into matters not properly part of the 
oficial purposes of the examination. 
While reviews and tests of administra- 
tive practice and policies are necessary 
to give the examiner needed perspective 
in making his appraisal, a trust examin- 
ation properly conceived and directed 
does not, in any manner, contemplate 
the usurpation of the normal functions 
of management, the supervisory pre- 


} rogatives of the courts or the legislative 


osses 
d ad- j 
pank. | 


authority of the several States. Trust 
examination procedures and techniques 
have undergone continuing scrutiny 


‘during the 20 year period since in- 


ment 
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scope made in all circumstances where 
the effectiveness of the examination 
process would be enhanced for the 
supervisor and trustman alike. 


The Field Man 


The quality and effectiveness of trust 
department supervision must ultimately 
be equal only to the qualifications and 
capability of the field trust examiner, 
the accuracy of his findings and the good 
judgment he exercises in reaching his 
conclusions. The type of trust examiner 
sought by the supervisory authorities 
has imagination as well as technical 
ability; he is a purposeful man, yet a 


jpatient and tactful one; a man with 


demonstrated good judgment and the 
ability to apply that judgment fairly, 
impartially and effectively. 


Such an examiner also has a sincere 
and active interest in each trust insti- 
tution which he regularly visits — an 
interest which goes beyond the develop- 
ment of the material needed for his re- 
port. He regards his participation in 
the examination as an opportunity to 
share his experience and knowledge, and 
thereby make a contribution toward the 
improvement in the standards and the 


prob quality of corporate trustee service, a 


f each 
effect 
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goal to which all — banker, trustman, 
examiner and supervisor — are devoted. 
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If the trust examination program 
sponsored by the three Federal and many 
of the State supervisory agencies during 
the past two decades has fulfilled its pur- 
pose and aims reasonably well — and 
the accumulated evidence would indicate 
that this is the case — the credit is in 
large measure due the field examining 
staffs. It is the good judgment, tact and 
ability of the field Examiner which has 
engendered the esteem with which trust 
examining activities are regarded by the 
trustmen of the country. 


Training Ideals 


The problem of acquiring, train- 
ing and retaining examining personnel 
which meet these ideals has been a con- 
tinually pressing one for the supervisory 
authorities. The aim has been high. The 
results thus far achieved have been 
heartening. The furtherance of education 
of examination personnel is strongly en- 
couraged and financially aided by the 
Federal supervisory agencies, and a 
large percentage of their examiners are 
graduates of or are presently enrolled 
in AIB classes or in one of the graduate 
schools of banking. In addition, fre- 
quent meetings and conferences are ar- 
ranged both in the field and in Wash- 
ington for the purpose of keeping ex- 
amining personnel abreast of changing 
conditions and providing opportunity 
for exploration of problems and inter- 
change of ideas. Such gatherings are 
further supplemented by digests, man- 
uals, bulletins and like material designed 
to keep the field examiner currently in- 
formed on all matters having an im- 
portant influence upon his job. 


One of the newest developments in 
examiner education is the Inter-Agency 
Bank Examination School established in 
1952 in Washington with student body 
drawn from the three Federal super- 
visory authorities. The instructors in- 


Serves The 


clude outstanding specialists from bank- 
ing as well as key men from the bank 
supervisory agencies. Intensive courses 
are offered both the new assistant and 
the newly commissioned examiner de- 
signed to equip them better to meet their 
field examining responsibilities. 


Toward Better Service 


This brief sketch of the developments 
in trust department supervision, a prod- 
uct almost entirely of the past 20 years, 
cannot close without appropriate recog- 
nition of the excellent cooperation and 
assistance which the supervisory author- 
ities have received without interruption 
or stint from the trustmen of the coun- 
try. Their patience during the early trial 
and error period of the new Trust Ex- 
amination function and their helpful sug- 
gestions throughout its development to- 
ward maturity and increasing effective- 
ness have been invaluable. The contin- 
ued and fruitful cooperation between 
trustmen and supervisors has been best 
exemplified in recent years by the activi- 
ties of the Trust Division’s Committee 
on Relations with Supervisory Authori- 
ties which have resulted in significant 
contributions and, perhaps more im- 
portantly, have served to further cement 
an understanding relationship between 
the two groups. 


The supervisory authorities are grati- 
fied by the part they have played in the 
progress of trust business during the 
latter part of this half century. Trust 
department examinations have an estab- 
lished place in present-day bank ex- 
amination programs and, as the field 
trust examiners have gained in experi- 
ence, in knowledge and in technical abil- 
ity, they and their examinations are, to 
an ever increasing extent, making sub- 
stantial contribution to the betterment 
of the service of American trust insti- 
tutions. 
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PENSION TRUSTS FOR MILLIONS 


Their Social and Economic Significance 


WALLIS B. DUNCKEL 


Vice President, Bankers Trust Company, New York 


UDGING FROM THE MANNER IN WHICH 
J large corporations, railways and 
mercantile houses are adopting pen- 
sion systems, it will not be long before 
this policy will be universally adopted 
throughout the United States. Its value 
from an economic and political stand- 
point is obvious.” Surprisingly enough, 
the above was not written ten years ago, 
but is a quotation from an article en- 
titled “Operation of Bank Pension & 
Profit Sharing Plans” in the June 1912 
issue of TrRuUsTs AND EstTaTEs (then 
name Trust Companies). The October 
1913 issue of this magazine published 
an address by Fred I. Kent, as Vice 
President of Bankers Trust Company 
and still one of its directors, given at 
the annual meeting of the Trust Com- 
pany Section of the American Bankers 
Association, on the subject of pension 
and profit-sharing plans which clearly 
shows that they had already been formal- 
ized and funded by many companies. 


Perhaps this will serve to remind us 
that pension plans are not new or un- 





284 


tried by long experience. The earliest 
private plan, that of The American Ex- 
press Co., dates back to 1875, and by 
the time of World War I many com- 
panies had some type of plan. The new 
development in pensions is the wide- 
spread growth of the idea since the be- 
ginning of World War II, which brings 
us to a point today where pension plans 
comprise an increasingly significant 
social and economic force. The impact 
of pension plans on our society and our 
economy becomes obvious when one 
realizes that upwards of 10 million peo- 
ple are now covered by privately sup- 
ported pension plans which hold funds 
totaling about $17 billion. 


Of Social Benefit 


The social desirability of pension 
plans was recognized as early as 1921, 
when Congress singled them out for 
special and favorable tax treatment; in 
1928 contributions on account of past 
service liability were recognized as tax 
deductions; and in 1939 Congress added 
the stipulation that no part of the fund 
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Mr. Dunckel, head 
of the Pension Divi- 
sion of Bankers 
Trust Co., which he 
joined in 1923, is the 
author of articles in 
the field of pensions 
and retirement pro- 
grams and co-author 
of five surveys of 
pension planning, in- 
cluding “A Study of Industrial Retirement 
Plans.” 





might be diverted to purposes other than 
for the benefit of employees. By 1942, 


the increasing popularity and growing§ 


use of pension plans led Congress to 
set up strict provisions for those plans 
which sought tax exemptions. Such 
legislation also corrected certain abuses 
that had taken place and prevented 
escape from the new and very high in- 
come taxes that had been levied, and 
which have been with us ever since. 


If a good word can ever be said for 
high taxes, it may certainly be said that 
the personal and corporate tax rates, 
adopted during wartime, have been a 
prime force motivating the establishment 
of pension plans. There are now about 
17,000 such private plans in existence, 
and to appraise the stimulus created by 
the tax rates one has only to look back 
a few years to the report of the Senate 
Finance Committee in 1939 which 
studied a total of 728 employee benefit 
plans. 


The other principal agent in pension 
plan growth was the enactment of Social 
Security legislation in 1937. This did 
two things. It directed the attention of 
both employers and employees to the 
problems of the superannuated em 
ployee; and it greatly reduced the cost 
to a corporation of establishing a per 
sion plan, since company benefits — 
and the financing of them — could be 
calculated after determining the benefits 
that would be forthcoming from the 
government. In effect, the Social Secur- 
ity covered past and future liability for 
a substantial layer of benefits. 
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Other Spurs to Adoption 


In 1949 a further impetus came from 
a decision in the Inland Steel Case by 
the National Labor Relations Board that 
pensions were a form of wages and sub- 
ject to collective bargaining. 


These, then, are the principal eco- 
nomic factors that account for the wide- 
spread adoption of pension plans. We 
must not overlook, however, the im- 
portance of a growing sense of responsi- 
bility on the part of employers for their 
older employees. This trend was evident 
at the beginning of this century. Many 
farsighted corporations, which were in 
no way motivated by high taxes, social 
security programs or labor legislation, 
pioneered in the establishment of em- 
ployee benefit plans. 


We can, however, date the real 
srowth of funded pension plans from 
the early 1940’s. While there were many 
pension plans in existence prior to then, 
many were on a pay-as-you-go basis, a 
number were supported by balance sheet 
reserves or even funds of segregated se- 
curities, a few were trusteed with indi- 
vidual trusts, and a small number 
were trusteed with banks or funded with 
insurance companies. However, with the 
high tax rates and the resulting great 
economies to be gained by funding pen- 
sion plans, the banks were quick to 
organize and offer their trust facilities 
to corporations for this purpose. Prac- 
tically every sizeable trust institution 
has today a division which specializes 
in the administration and investment of 
employee benefit plans. 


Profit-Sharing & Savings Plans 


Side by side with the development of 
pension plans has come the wide adop- 
tion of profit-sharing plans, likewise 
spurred on by the 1942 tax legislation. 
Profit-sharing was nothing new either, 
but the setting aside of a portion of 
profits to the accumulated tax-free and 
subsequently paid out to employees, 
was essentially a postwar development. 
It had various types of appeals. Under 
wage and salary stabilization laws, it 
took the form of a deferred wage in- 
crease which could not then be currently 
granted. It satisfied the employer who 
believed that it was good for the stock- 
holder and the employee to share profits. 


It also enabled those companies who 
Were hesitant to commit themselves to 
the long-term liability for contributing 
'o a pension plan, to provide for their 
employees’ old age by making contri- 
butions dependent on profits. All these 


factors have combined to effect a tre- 


mendous growth in profit-sharing plans. 
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Under the tax law, these funds must 
be set apart in trusts, and consequently 
the trust companies have again utilized 
their facilities in this field and have 
become expert in the establishment, ad- 
ministration and investment of this new 
entity. 

A variation of the profit-sharing plan 
has been developed only recently: the 
so-called savings or thrift plan. Under 
this type of plan, employees contribute 
determined amounts to a fund, and the 
company pays in a percentage of each 
employee’s contribution. The employee 
is generally given the opportunity of 
designating how his fund should be in- 
vested, usually in government bonds, 
company stock, a general investment 
portfolio, or any combination of these. 


While not strictly profit-sharing, such 
a plan hinges on continuing profitable 
operation, and has advantages to com- 
pany, stockholder, and employee alike 
in that it places a substantial premium 
on saving, affords the employee an op- 
portunity to build up an estate, and 
gives him a vital interest in his com- 
pany’s success if he elects to purchase 
its stock. 


Volume and Growth 


The size of the investment and ad- 
ministrative problem which trust com- 


panies have equipped themselves to han- 
dle in a relatively few years is of sur- 
prising magnitude. While no exact fig- 
ures are available, perhaps the most au- 
thoritative statement on this subject yet 
made is contained in the Federal Re- 
serve Bank “Monthly Review” for 
December, 1953. There we find the esti- 
mate of more than $17 billion now held 
in pension funds, and the fact that the 
growth of these funds is in the neigh- 
borhood of $2-$214 billion each year. 
Of this total, others have estimated that 
perhaps $10 billion is in trusteed plans, 
to which $114-$1% billion is being 
added annually. 


While it seems true that the number 
of pension plans will continue to in- 
crease substantially, it also seems likely 
that the dollar volume of new pension 
plans will show a much smaller increase, 
since new plans will be established by 
smaller companies. Most large compan- 
ies have already established funded 
plans. However, the dollar volume of all 
pension plans will probably continue to 
grow for some time at approximately the 
current rate. 


Even though there has been a very 
rapid funding of past service liabilities 
due to high earnings and favorable tax 
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treatment, contributions, for current ser- 
vice plus earnings on the funds are 
widely in excess of pension payments, 
and will be for many years. Further- 
more, there is a trend to re-examination 
of the adequacy of pension benefits, to 
see if these benefits are realistic in the 
light of present wage rates and cost-of- 
living indices. Again, there is evident 
some tendency to base pension benefits 
on the final five or ten year average 
pay. All these factors add up to main- 
tenance of the rate of pension fund 
growth. 
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Investment Practices 


Since the funds are irrevocably dedi- 
cated to providing benefits for employ- 
ees, they are conservatively invested. 
Current contributions and earnings are 
greatly in excess of benefit payments, 
even in older plans, so there is no need 
for liquidity. Since good investment per- 
formance will reduce the cost to the 
employer, trustees give careful attention 
to the investment of these funds within 
the realm of prudent policy. Undoubted- 
ly the most significant development in 
the trust business in recent years is the 
amount of accumulated knowledge being 
applied to these relatively new invest- 
ment problems and to very substantial 
amounts of money. The length and 
breadth of the experience of large trust 
departments results in having truly 
sophisticated investors in charge of port- 
folio management. 
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The results of this type of investment 
atmosphere and the application of the 
related policies cannot be described in 
detail because there are no comprehen- 
sive data on the distribution of pension 
trust assets. However, it may be safely 
stated that the principal field of invest- 
ment is in debt securities of business 
and industry, with relatively small hold- 
ings of mortgages and real estate. A 
typical pension fund, if such exists, 
might show 60% to 70% in high grade 
bonds (perhaps 15% in Governments), 
up to 5% in preferred stocks, and 25% 
to 40% in common stocks. 


New Haven’s 
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Every Trust Capacity 


It is difficult to read anything per- 
taining to investments today without 
noting a reference to pension fund pur- 
chasing of common stocks. Too often 
. the dollar totals of pension fund assets 


are confused with the new money avail- 
The Union & JV, ew Haven able for investment. While no overall 
Trust Company 
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figures are available on the volume of 
such new money, informed guesses put 
it in the neighborhood of $350 million 
annually. Certainly this figure does not 
substantiate statements to the effect that 
such buying will prevent the market 
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FEDERAL DEPOSIT INSURANCE CORPORATION 


from declining, or cause a scarcity in 
the supply of good equities. It is never- 
theless not an insignificant amount, and 
is an important new source of equity 
capital being supplied to our economy. 


Variety of Purposes 


It has been stated that trustees buy 
only “blue chips” and therefore no new 
equity capital is made available. First 
of all, it is by no means true that “blue 
chips” alone are purchased by trustees, 
and secondly, it should be borne in mind 
that those who sell “blue ship” securities 
will probably use the proceeds from such | W 


sales for investment in other equities. tr 
The investment patterns of profit. §* he 
sharing plans are even more difficult to ts 
ascertain than those of pension funds, proble 
which themselves cannot be statistically lawye 
analyzed. One reason is that profit-shar- °° ah 
ing plans have been established with His 
so many different objectives. One type [receiv 
may be set up strictly to provide benefits f§. dece 
on retirement, in place of a pension [J concet 
plan. Another may have incentive as Jcuritic 
its main objective. Still another may Bier. § 
stress the opportunity for employee pur- ested 
chase of the corporation’s stock. The [to her 
“profit-sharing retirement” type of plan ff mined 
will probably be invested more like a Bkept i 
pension plan, as the funds will be held sugges 
for many years before being disbursed. J ttustee 
The incentive type may be invested wed 
with a view to limiting market fluctua. § Mrs. 
tions as far as possible, since such a pp 'ther 
plan generally pays out its contributions §°%8 
relatively quickly. Choices of invest- phandle 
ments are frequently given the employ- 2" pr 
ees, and in such a case investment prob- ded t 
lems are assumed by persons other than fied fr 
the trustee. In general, the trustee of a leaving 
profit-sharing plan must be closely oe 
ear 





guided in his investment policy by the 
motives for establishing the plan and the 
objectives it seeks. 


who hi 
securit: 
cabinet 
taken j 
later al 
of new 
ficult t 
Teprese 
care, 


I ask 
mother 
a visit. 
smile, ‘ 
tunity 
can per 
at the 
istance 


This brief review of the growth of 
employee benefit plans has touched only 
lightly on their impact — economic, 
social and political. Volumes have al- 
ready been written on these aspects, and 
the subject has not yet been exhausted. 
Nothing much, however, has been said 
of the role of the corporate trustees 
in this development. From their once 
traditional role of administering and in- 
vesting the funds of a relatively few 
wealthy people, they have rapidly and 
efficiently adjusted their techniques to 
give a trust and estate service to the 
many — a millionaire service bringing 








, va - 
old-age security to the millions — just Cw 
as banking services have been made rag 

ot 


available to the majority of our popula- 
tion. 


After 
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=} Trost DEPARTMENT SELF-CONTROL 


DISCHARGING DUTY TO PROTECT OTHERS’ PROPERTY 


train tonight,’ Jim Harrison said 
fit. he slipped into the seat beside me. 
- | want your advice on a_ personal 


uch | WAS HOPING YOU WOULD MAKE THIS 


1° Bf iroblem.” I kidded him a bit about a 
ally lawyer asking advice, but invited him to 
nar. 92 ahead. 

vith His mother, it seemed, was about to 
‘ype [receive a substantial distribution from 
efits [adeceased sister’s estate, and was deeply 


concerned about proper care of the se- 
. as [pcurities which would be delivered to 
her. She was, naturally enough, inter- 










ma 
mi ested in the income that would accrue 
The [to her, but she was even more deter- 
plan § mined that the principal sum should be 
ce a [ekept intact for her children. Jim had 
held MB suggested a trust fund with the bank as 
-sed, pitustee, but had met opposition and 
iin asked my help in overcoming it. 
‘tua: @ Mrs. Harrison, he reported, took 
-h a rather a dim view of putting her nest- 
jons @°sg into a large institution, to be 
vest- plandled “by a lot of anonymous clerks” 
loy- Bd probably lost in the shuffle. She con- 
rob- ceded that the bank might be well quali- 
than {ed from an investment standpoint, but 
of a |taving securities physically in its pos- 
osely [ssion was a different matter. She had 
the Mleard years ago about a bank official 
ithe @Yho had left a bundle of a customer’s 

curities in a drawer of his personal file 
h of cabinet where, when he was suddenly 
| i taken ill, they were found some weeks 
on'Y Blater along with his rubbers and a couple 
- of newspapers. Jim was finding it dif- 
ie: i feult to convince her that this did not 
» aN" Pepresent a bank’s normal standards of 
pe care. 
sai 
istees & | asked him whether he thought his 
once @ ther would be willing to pay the bank 
dine §° Visit. “She might,” he said with a 
- few potile. “She may regard it as an oppor- 
/ and @uuity to prove her point. I believe I 
es to §"" persuade her to do it.” He agreed 
> the gt the best way to overcome her re- 
nging ree might be to let her see for 
- just erself just how a bank protects the 
made P™perty of its customers and gives ef- 
ypula- ft to their instructions. 

After Jim left me, the story his mother 
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had heard brought to my mind the 
changes that had come about over the 
years in the methods banks and trust 
companies have developed for protection 
of the many sorts of property placed with 
them in trust or in custody. From the 
earliest days of corporate trusteeship, 
time and thought and effort had been 
devoted to improvement of the means 
for safeguarding such property. It was 
not the time and thought and effort of 





Mr. Keiter, seated, conferring with Personal 
Trust Officer Harry Lyter. 


a single institution, but of all. It had 
been marked then, as now, by a general 
willingness to discuss the common prob- 
lem, to exchange views, to share ex- 
periences. 


Prevention Instead of Correction 


I recalled reports of conferences and 
occasional special articles dating back 
to the turn of the century dealing with 
this problem, but what a change in ap- 
proach has occurred since! In those 
early days attention was directed primar- 
ily to the improvement of auditing pro- 
cedures — to the correction of errors 
after they occurred, to the detection of 
the occasional defalcation before it be- 
came serious. It had not been too long 
before the inadequacy of this approach 
was recognized and our thinking had 
veered around to the problem of pre- 
venting mistakes or “takes” before they 
happened. One of the earliest develop- 


Vice President, The Chase National Bank of the City of New York 


ments was the practice of requiring dual 
handling of securities in their deposit 
and withdrawal from the vault, but this 
was only a minor indication of the basic 
trend toward joint responsibility. 


Controls! Now accepted as a basic 
requirement in our business with almost 
the inevitability of death and taxes, but 
to the uninitiated, an almost meaningless 
term suggestive principally of red tape. 
A term so common in our parlance and 
yet so difficult to explain to the layman 
in its application and significance. The 
system of skeletonized independent en- 
tries in a master account to produce a 
total against which the movement and 
balances of cash or securities or other 
assets in the individual accounts must be 
proven — by which they are controlled. 
Over-simplified, controls might be com- 
pared to a carefully-kept check book: 
the entries on the stubs and the balances 
carried forward might be said to repre- 
sent the control record of the account 
against which the cancelled checks and 
monthly statements could be proved. 


As the volume of customers’ property 
entrusted to our care had increased, it 
had been only through the evolution of 
more and more adequate controls of one 
type or another that we had been able 
to meet our increasing responsibilities 
in the physical care of that property. 


Seeing for Oneself 


About a week later Mrs. Harrison and 
Jim came in. Before starting on the tour 
of the department which I hoped would 
dispose of her misgivings, I outlined 
a little of the background of what she 
would see. The property in our care con- 
sists for the most part of securities and 
cash. Separate sections have been organ- 
ized to accept securities, to transfer 
them, to exchange them for other securi- 
ties or to deliver them; to collect in- 
come; to pay it out; to maintain proper 
records of cash and of securities; to 
perform each of the principal types of 
operation required for their proper dis- 
position. 
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Tabulating Division selector sorting cards for predetermination of dividend checks due. 


Each separate unit takes responsibility 
for securities passing through its hands 
and discharging it through the medium 
of tickets, somewhat analogous to de- 
posit slips and checks. These tickets, 
made up in several counterparts, provide 
copies for the Auditing Department to 
check, for the Control Proof Desk to 
maintain an overall control of receipts, 
exchanges and deliveries, and for the 
various sections to post in the detailed 
records of security or cash transactions. 
At the end of each day’s operations, the 
records of each section must be in 
agreement with the records of the Con- 
trol Proof Desk as to the total amount 
of cash or securities with which it has 


been charged. 


As we talked, a clerk was passing 
with several tickler cards in his hand. 
I stopped him and showed them to Mrs. 
Harrison as a first example of the type 
of care she might expect her securities 
to receive. Each card has a guide tab 
at the top showing the month and day 
when it is to be brought out of its home 
in the files for attention or action. Each 
contains a memorandum of the name of 
the account and the action to be taken 
with respect to it, with a space for nota- 
tion and signature when the action has 
been completed. Each card carries an 
identification number corresponding to 
one assigned to it from a master sheet 
on which are listed the numbers of all 
cards scheduled to appear on a particular 
date. If by chance any card has been 
misfiled and fails to appear on the 
proper date, that fact is immediately 
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determined from the master sheet and 
investigation made to locate it. 


Similarly, if the card is not returned 
promptly after the appropriate action 
has been taken, that fact too is noted 
from the master sheet and is properly 
followed up. Where action called for 
on the tickler card may be expected to 
take some time to complete, as, for ex- 
ample, the preparation of a tax return, 
a second tickler card will come out some 
days later as a further reminder before 
the allotted time has expired. Not a very 
complicated procedure but nevertheless 
an important one in avoiding the conse- 
quences of oversight and lapse of mem- 
ory which no individual ever wholly 
escapes. 


The use of numbers for individual 
accounts may give to the layman the 
idea of a “cold, impersonal” routine. 
Actually they keep the personal element 
by keeping the name confidential. At the 
same time they prevent the assets and 
information relating to one account from 
being confused with any other — even 
one with a similar name. 


Guarding Securities 


Mrs. Harrison was interested but still 
clearly skeptical as she left under the 
guidance of one of my associates to 
make her tour of the department. Her 
first stop was outside the grill of the 
Security Control Cage. A trust officer 
and his assistant were there with an 
armed guard and a locked bag of securi- 
ties which had been removed from the 
safe deposit box of a decedent. The bag 


was unlocked inside the cage and the 
contents checked against a list delivered 
by the officer which was a duplicate of 
one taken off by the State Tax Depart. §? ' 
ment official who had attended the open. § ™° 












ing of the safe deposit box. The securj. § “ 
ties as listed were at once placed under of t 
control through the medium of ag *"™ 
machine not unlike the cash register at iden 
the corner grocery, except in the differ. code 
ence in its classifications. each 

macl 


For the purposes of this control, each 
bond is listed at a unit value equivalent 
to its face value in dollars, each share 
of stock is carried at one unit, and each 
important document or other non-asset 
item is also carried as one unit. Each 
item is given its own transaction num- 
ber, the date is recorded, and when the 
“received” control key is punched on 
the machine, the first step has been taken 


: : Sir 

toward placing that security under aff .. 
RES BE ting 
record control from which it will never these 
be released until it is finally perma sili 


nently delivered from the department. 
After this initial step, each security is 

: , oa? we stall 
written up with full descriptive detail 


; ; coupe 
on a separate multiple-counterpart ticket. » 
with copies for the Auditors, Securityg 

‘ ets “ie secur 
Bookkeepers, Tabulating Division andj 4. 
Investment Department. The securities dertal 
themselves, each with an identification deik 


copy of the ticket attached, are routed 
to the vault by pneumatic tube. 


Mrs. Harrison and her guide took the 
elevator down to the vault. The con 
tainer of securities was being opened by 
a team of two senior clerks, representing 
the Trust Department and the Auditing 
Department. Together they checked the 
securities against the descriptions 
their respective copies of the tickets and 
together they entered the inner vault to 
deposit them in folders already prepared 
in expectation of the deposit for this 
particular estate. Mrs. Harrison learned 
that no one is at any time permitted to 
enter these vaults unaccompanied, nol 
even such august personages as the Presi} 
dent of the bank or the Chairman of its 
Board of Directors. There must always 
be present a duly authorized represents 
tive of the Trust Department and at 
other duly authorized representative © 
the Auditing Department. From the tim 
the vaults are opened in the morning bi 
two separately held combinations to theif 
closing at night, again by a team of two 
independent ‘representatives, no securil) 
can be removed from the vault, even fo! 
inspection, without an authorization thal 
satisfies both members of a team. Thi 
is another simple illustration of pre 
cautionary practices designed to pr 
mote both safety and accuracy. 


Trusts AND EstTAT§ Marcy 


d the 
vered 
ate of 
epart- 
open- 
ecuri- 
under 
of a 
ter at 


differ. 


, each 
valent 
share 
1 each 
1-asset 
Each 
num- 
en the 
ed on 
taken 
der a 
never 
yerma- 
tment. 
rity is 
detail 
ticket, 


curity§ 


n and 
urities 
cation 
routed 


ok the 
> COM 
1ed by 
enting 
iditing 
ed the 
ns ol 
ts and 
ault to 
epared 
yr this 
earned 
ted to 
d, nol 
. Presi: 
of its 
always 
esenta’ 
nd. alt 
tive ol 
re time 
ing by 
‘o theil 
of two 
ecuril} 
yen fo 
on thal 
1. Thi 
yf pre 
o pri 


STATE 


Code Cards and Machines 


Next came the Tabulating Division — 
a noisy mechanical paradise where 
machines do jobs more speedily and ac- 
curately than human beings. Here one 
of the basic records of the department 
js maintained, a complete file of cards, 
identifiable solely by perforations in 
code, descriptive of each account and of 
each security in the account. The sorting 
machine was just then culling out cer- 
tain cards, simply by their perforations, 
covering all bonds held in the depart- 
ment, the coupons from which were next 
to be cut in time for collection on the 
first of the following month. Mrs. Har- 
ison was told that the bonds held in the 
vault were arranged in their account 
folders according to the dates on which 
their coupons were collectible. 


Since the instruction tickets for cut- 
ting the coupons were prepared from 
these Tabulating Division cards, the in- 
structions served to provide a cross check 
against the securities themselves to fore- 
stall the inadvertent omission of any 
coupons due for collection. However, 
there would be no haphazard handling of 
securities in search of coupons due for 
cutting such as an individual might un- 
dertake, but a precisely directed, cross- 
checked action designed to assure speed 


and accuracy. Mrs. Harrison was a bit 
overwhelmed by these noisy operations 
and was clearly pleased to leave the 
division and pass on to the comparative 
peace of the Security Bookkeepers. 


Here, too, she found that each secur- 
ity held for each account was recorded 
on a card supported by full descriptive 
detail, but this time in type that she 
could read, not in holes that only a 
machine could decipher. For each ac- 
count also there was a bond control card 
showing the total face amount of all 
bonds held and a stock control card 
showing the total shares of all stocks 
held, and an over-all security control 
card showing the total of both bonds and 
stocks recorded in each tray of cards. 
Certain trays were at bookkeepers’ ma- 
chines, being posted from tickets affect- 
ing accounts in those trays. Mrs. Harri- 
son learned that the postings in each 
tray were proved before the bookkeeper 
went on to another tray, and that the 
total of all postings for the day in each 
classification was proved to the figures 
established at the control desk she had 
first visited. 


The word “proof” was beginning to 
take on a new meaning for her as suc- 
cessive references to it and accompany- 
ing explanations occurred, but she was 
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A big-city bank 


.., impersonal ? 


OT WHEN you call The Northern 
Trust for service. Here all your 
requirements are handled under the 
direction of an officer known to you 
personally, who follows through for 


you on every detail. 


The services of this bank, in every 


capacity, are characterized by the 


closest, personal attention—an im- 


mediate handling of your needs. 


Call, write—or better still—stop in 


and see how the ‘“‘bank of personal 
service’? with complete banking, 
trust, and bond facilities can be of 


help to you. 
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TRUST 


quick to grasp the idea and to appreciate 
its importance in the maintenance of 
accurate records. Her face took on a 
rather thoughtful expression. She learn- 
ed, too, that from copies of the same 
tickets that she saw posted by Security 
Bookkeepers, independent recordings 
were made in the Tabulating Division 
through those mysterious perforations 
in unreadable cards; one record served 
as a check against the other. Thus, when 
statements of security holdings were 
prepared for customers in the Tabula- 
ting Division, they were always com- 
pared with the records of the Security 
Bookkeepers before being released — 
another practice designed to maintain 
the accuracy of the records of both 
divisions. 
Collecting Dividends 


The Cash Bookkeepers were posting 
dividend credit tickets when Mrs. Har- 
rison visited them as her next point of 
call. She read the name of the stock 
on one of the tickets and remarked in 
surprise, “Why, I have some of that 
stock. I know the dividend is due to- 
day, but I ‘didn’t receive my check in 
the mail this morning and probably 
won't get it before tomorrow. Do you 
get your dividends ahead of time?” No, 
she was told, the checks for these divi- 
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dends would probably come in later in 
the day, but we didn’t await their ar- 
rival to start our postings because we 


had developed a procedure that made 
sure that all the dividend checks we 
should receive did in fact come in or 
were properly accounted for; we could 
therefore start our postings in advance 
of the actual receipt of the checks. 


As soon as the record date for the 


justed; in the meantime each customer’s 
account would have been credited 
properly and without delay. Once again, 
it was pointed out to Mrs. Harrison, we 
did not passively await the arrival of 
the dividend checks as an individual 
might do; we had predetermined the 
total due on a specific date, and we 
could proceed with our postings, sure 
that actual receipt of the checks would 
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confirm our figures. 
































































dividend had passed and the security 
postings for that date had been com- Getting to Know You 
pleted, the Tabulating Division sorted 
out the cards representing each holding 
of the stock and prepared a list for the 
Collection Division showing the total 
amount of checks for that particular 
dividend which were due to come in. 
The Collection Division thus know in 
‘advance of the payment date what checks 
it should receive, in what names, and 
in what amounts. The Tabulating Divi- 
sion then also ran off the credit tickets 


Security control machine mechanically con- 


trols movement of securities through Trust Ee 


of experiment, improvement, evolution, Jimpor 
sparked solely by a consciousness of re- Bpany | 
sponsibility and a desire to discharge it. Bing pc 
For the standards we now so universally Bonds 
recognize are not the result of law or the in 
regulations; they have not been imposed (capita 
upon us by higher authority, nor re- Bjacilit 
quired of us by any court. They are the and i 
; result of our own self-policing. They §erowi 
Mrs. Harrison had seen being posted, “© W&re able to avoid the annoyances have sprung from our conviction that Bcorpo. 
and a convenience account on the bank’s ‘hat might arise during absence if only to those who entrust their property tof}, ; 
books called “Dividends Due” was M€ Person were acquainted with the ur care, we owe the highest duty of Z 
charged on the payment date for the 2ccount. Mrs. Harison thought this an protection. Our procedures are not and ang 
total. amount. excellent idea and chatted pleasantly un- ever will be perfect, but in terms of wey 

Later, when the checks actually came af RE OF i: pe eee ag progress they represent giant strides. paying 
in they would be credited to “Dividends When they all rejoined me a few min- We can well take pride in our ac- ‘and it 

utes later, Mrs. Harrison’s comment complishment. - 

. . cities, 
to her son was a slightly tart, “Well, Jim, a a wert 
I guess you were right. I don’t see how “vad 
anything could be lost here; a person Trust Operations Officers Elect _—s 


fi t *s rea ay — even drop a stitch in this place The Trust Operations Officers’ Asso [het « 
br vans pene a ee maybe a ma- ciation of Philadelphia elected the fol-Bside w 

ar = ing it up.” When she left lowing officers at its annual meeting on Band tk 

I knew Jim’s problem had been solved. February 16, 1954:— ee 

Mrs. Harrison was impressed — and Pres.: Leslie A. Hoffman, assistant did ne 


rightly so — by her introduction to just ,;.. president, Girard Trust Corn Ex-(e" t 

a few of the visual evidences of the change Bank , these 

standards of care that are now common- ; : _ Breceive 
MARCH 1954 EDITION place in modern trust departments. But Vice Pres. : J. Norman Miller, assist- empha 
ant vice president, Provident Trust §,...4 
Company. 


When Mrs. Harrison returned with Department. 


her trust officer guide, we asked permis- 
sion to introduce one of his assistants. 
He explained that we liked to have our 
customers know at least two members 
of our staff personally; we hoped they 
would become acquainted with many 
more, but we tried always to have two 
of us well known to each customer and 
familiar with his account. In that way 















Due” and if any discrepancies appeared, 
they would be promptly traced and ad- 
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f re- Bpany service — the part played in mak- 
ge it. Bing possible the wide range of corporate 
sally Bbonds which form such a large part of 


the investment media for the savings and 
capital funds of our nation, and the 
facilities so widely used by corporations 
and investors in the tremendous and 
growing distribution of the ownership of 
corporate stock. 
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It is rather strange that this is so, 
when we consider the fundamental na- 
ture of the participation of banks and 
trust companies as corporate trustees, 
paying agents, registrars, depositaries, 
and in other mutually protective capa- 
cities, in the complicated pattern which 
has become known as the American 
Economy. It is not likely that it is 
modesty which has made us less vocal 
than our brothers in the personal trust 
side who are so attentive to the widow 
and the orphan and the over-burdened 
businessman. It may be merely that we 
did not wish to interrupt them! What- 
ever the cause, it seems probable that 
these so-called corporate services will 
receive more widespread and general 
emphasis as the present clearly defined 
tend toward decentralization of finan- 
ial activity progresses, and to the extent 
that new financial areas and centers de- 
velop as our population becomes more 
evenly distributed. 
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Employee retirement and pension and 
profit sharing funds are to be discussed 
in a separate article in this issue. They 
have had a good deal of attention in 
tecent years, during their spectacular 
growth, and have well earned the spot- 
light of interest thrown on them. Opin- 
lions differ as to whether they should be 
msidered as services to corporations 
t to individuals. With no intention to 
tke either side of that question, this 
ttticle will be confined to those phases 
f the trust business which relate to the 
Sssuance of corporate and municipal 
ecurities and the representation of their 
‘suers by service to their owners. 
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Aid Corporation-Municipal 
Financing 


Let us consider first the function of 
trustee under indentures and mortgages 
providing for issues of corporate bonds, 
debentures and other obligations. The 
trustee is such an integral part of the 
framework to make such investments 
feasible and well protected that its par- 
ticipation may have been taken for 
granted and almost overlooked. The use 
of a trustee, however, is not only a legal 
device to facilitate corporate borrowing 
but has many valuable practical ad- 
vantages. 


Those of us who have had occasion to 
examine some of the very early trusts 
in our own offices, may not be surprised 
to learn that the records are not entirely 
clear as to the first corporate mortgage 
to a trustee to secure a debt. Professor 
James G. Smith of Princeton University, 
in his book “Trust Companies in the 
United States” refers to the earliest 
known corporate trust as a 1835 mort- 
gage from the Long Island Railroad 
Company to Farmers Loan and Trust 
Company of New York, securing certain 
trust certificates payable in 3 months 
with interest at 444% per annum. In 
1839, the Beaver Meadow Rail Road and 
Coal Company executed a trust inden- 
ture to Girard Life Insurance, Annuity 
and Trust Company of Philadelphia, in 
something more nearly approaching the 
modern style. 


The modern corporate trust indenture 
supplies a basic vehicle for borrowing 
money by a corporation and for partici- 
pation of the public in lending that 
money. The distribution may be among 
a few investors or among thousands, yet 
each investor will have equal protec- 
tion afforded by the lien of the mortgage, 
or, in the case of an unsecured obliga- 
tion, by the protective covenants of the 
trust indenture. The many owners of an 
issue of substantial size require con- 
siderable service in connection with the 
payment of interest and maturing prin- 
cipal, exchanges of denominations, regis- 
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tration of principal and the exchange of 
securities. This calls for trained man- 
power and expensive equipment. In- 
vestors often ask for information about 
the working of an indenture provision 
or the obligor’s compliance with some 
covenant. The trustee supplies a con- 
venient and reliable office or agency for 
these functions, giving the investors an 
impartial source of information and, on 
the other hand, relieving the obligor of 
the task of handling such inquiries. 


In addition to the conventional forms 
of mortgage bonds, collateral trust 
bonds, debentures and notes, specialized 
securities have been devised to meet 
specific needs. Examples of these would 
be Equipment Trust certificates secured 
by railroad or other transportation 
equipment, and obligations secured by 
machinery and other property held in 
trust for the benefit of investors and 
leased to the users. 


This latter type of financing is cur- 
rently becoming more popular. One of 
its advantages to the borrower is that 
the rental payments are regarded as an 
operating expense and are not consid- 
ered to increase long-term debt, In 
accepting trusts of this type the trustee 
should assure itself that the leased prop- 
erty is not so located and used as to 
result in the trustee doing business in a 
state in which it is not qualified. Also, 
trustees will be especially interested in. 
adequate protection against claims aris- 
ing from injuries to either persons or 
property through the use of the leased 
equipment, 


Aid to Capital Movement 


Corporate trustees have been a link in 
a chain which has made possible through 
the years the sale of bonds aggregating: 
hundreds of billions of dollars, which 
provided the capital necessary to the 
growth and development of thousands 
of this country’s leading business enter- 
prises. It takes training and know-how 
to examine an indenture in draft form 
and pick out provisions which may be 
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impracticable, ambiguous, or in conflict 
with another provision. The trust officer 
must avoid acceptance of an indenture 
which places an impractical responsibil- 
ity on the trustee, and at the same time 
not object to something merely because 
it is new or unusual. There is some dif- 
ference of opinion among trust men as 
to the extent to which the trustee should 
go in enforcing observance of the cov- 
enants and undertakings which the bor- 
rower has assumed under the indenture. 
In years past it has been said that 
prior to a default and so long as no 
active duty is required of the trustee, 
the trust is a dry, naked trust, and the 
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trustee has nothing to do! Happily for 
the bondholders, that concept is losing 
its adherents. 


Today there are many corporate 
trustees who believe that a very im- 
portant part of their duties is to make 
periodic determinations that the bor- 
rower is complying with the more im- 
portant indenture provisions, in addi- 
tion to the payment of interest and 
principal installments when due. Such 
provisions would include covenants as 
to taxes, insurance, working capital, 
sinking funds, depreciation and renewal 
charges, dividends, net worth, and re- 
stricted activities of many kinds. 


Examination and analysis of audit re- 
ports and interim financial statements 
together with specific reports and official 
certificates which most trust indentures 
require to be supplied to the trustee, are 
usually sufficient to answer most of these 
questions. But if not, trustees should not 
hesitate to request additional informa- 
tion from the borrower, in the spirit of 
permitting confirmation that the bor- 
rower is living up to indenture require- 
ments, and no unfavorable reaction from 
the borrower need be anticipated. Of 
course if the company’s officers form the 
opinion that the trustee is “policing” 
their company with suspicious watch- 
fulness, and waiting for the opportunity 
to pounce on them with a gleeful cry of 
“Default, Default,” they will resent such 
inquiries. 


Private Placements — Pro and Con 


In recent years there has been a 
trend among some of the larger indus- 
trial companies whose credit standing is 
high, to arrange long-term borrowings 
privately through loan agreements with 
one or a small group of institutional 
lenders. Sometimes trustees are used and 
sometimes not. This is done with the 
purpose of reducing the expense and 
effort involved in a public offering of 
bonds through underwriters. There is 
probably some gain in time and money 
at the outset, but there is reason to be- 
lieve that in the long run there may be 
no saving. 


When long-term bonds or debentures 
are sold to the public it may be con- 
fidently anticipated that some of the 
sinking fund requirements usually writ- 
ten into long-term borrowings of such 
companies may be satisfied during the 
life of the loan, by open market pur- 
chases at prices less than the redemption 
price for sinking fund purposes. Prices 
of publicly-held bonds fluctuate with 
changes in interest rates and the ups 

















































































related records. 


and downs of business conditions, and 
swings of five to ten points in market 
prices of bonds are not unusual, as oc- 
curred in the spring and summer of 
1953. The savings through advantageous 
purchases at such times are not available 
to the borrower under a private place- 
ment. Only by use of a corporate trustee 
and a public offering can a borrower be 
in a position to profit in this way from 
market conditions. 


Municipal Paying Agencies Helpful 


While general obligation municipal 
bonds do not involve the use of trustees, 
an important factor in making them 
salable is provision for a paying agent 
in a city or cities convenient to the 
majority of purchasers. Banks and trust 
companies are naturals for this purpose 
and practically all interest and maturing 
principal is handled by banks. 


In the transfer of corporate stocks, 
the services of banks and trust com: 
panies have gained an acceptance evel 
wider than as bond trustee. Many cor- 
porations which have not issued bonds 
have a substantial and growing number 
of stockholders. With today’s broad 
public ownership of corporation equities 
and the daily trading of a substantial 
percentage of these shares on the stock 
exchanges and over-the-counter, this ser: 
vice has become increasingly comple: 
In addition to actual transfers of stock 
ownership and maintenance of the record 
of holders the many instances of heavy 
peak loads of work present almost insur 
mountable difficulties to smaller staff 
recruited by a corporation on an emet!: 
gency basis from groups ordinarily & 
gaged in other activities. Examples ° 





















TRUSTS AND EsTATE! 


From Irving Trust Co. annual report 
Making punch cards for electronic machines 
which prepare dividend checks, proxies and 
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gch unusual demands are: payment of 
cash or stock dividends, recapitalization 
involving exchange of one security for 
another, exchange of definitive for tem- 
porary certificates and other situations 
in which the company must deal with all 
its stockholders in a limited period of 


time. 
Transfer Facilities Vital 


By using the services of a bank or 
trust company, a corporation frees its 
own officers and employees to devote all 
their time to the advancement of its 
business, and provides its stockholders 
a more convenient service and at the 
same time obtains protection against un- 
authorized transfers. Since it costs no 
more and sometimes less to turn over 
this job to professionals, the growth of 
this type of trust service is easy to 
understand. 


Under rules of the New York Stock 
Exchange, the 1,088 corporations with 
stocks listed upon this marketplace 
must have facilities for transferring 
certificates in New York City. As of 
January first, only 55 companies, 
approximately 5% of those listed, main- 
tained their own New York transfer 
offices, the balance relying upon the 
corporate trust departments of New 
York institutions. Many corporations 
handle stock transfers in their home 
offices throughout the country but this 
is more often than not only a nominal 
function, as principal stock activity is 
confined to the New York Stock Ex- 


change. 


Convenience, simplicity and flexibility 
have contributed to the trend toward 
use of corporate facilities but it should 
be noted that some of the largest corpo- 
rations, among them General Motors, 
United States Steel and New York Cen- 
tral, have resisted this trend toward 
institutional assumption of the transfer 
function. 


In years past trust service to corpora- 
tions was almost entirely confined to 
trust companies located in a very few 
of the largest cities, because it is not 
feasible and profitable for a bank unless 
there is enough potential business to 
justify the expense of capable adminis- 
trative and operating personnel. The 
growth and distribution of our popula- 
tion and industry, however, is constantly 
enlarging the field for these highly 
specialized services and expansion of 
these facilities may be expected, as addi- 
tional banks and trust companies sense 
the need in their area. 

A A A 
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Tax Commission to Study 
Pension Trusts 


The treatment of lump sum payments 
from pension and profit-sharing trusts, 
for New York State personal income tax 
purposes, will be studied by a committee 
appointed last month by Allen J. Good- 
rich, president of the State Tax Com- 
mission. Named to the group are four 
tax officials and nine citizen representa- 
tives, with Commissioner F. Roberts 
Blair as chairman. The committee is ex- 
pected to complete its studies in time to 


offer recommendations to the Legisla- 
ture in 1955. 


Leo A. Diamond, John W. Fager and 
Henry Mannix will represent various 
bar associations; Gerald Frieder the 
accountants society; A. G. McCausland 
the Commerce and Industry Associa- 
tion; Harry F. Schroeder the State 
Chamber of Commerce; and W. Donald 
Jordan, A. G. Quaremba and William 
F. Lackman the Committee of Banking 
Institutions. 


A A A 








Personal Trust 
Executorships 
Trusteeships 
Guardianships 
Committeeships 
Investment Supervision 


Pension Trust 
Administration of Pension, 
Profit Sharing and Thrift Plans 


Corporate Trust 

Trusteeships 

Payment of Bonds and Coupons 
Registration of Bonds 

Stock Transfers and Registrations 


Customers’ Securities 
Safekeeping of Securities 
Purchases and Sales 
Collection of Income 


Fiduciary 
Services 


A complete and experienced 
staff operates the Fiduciary 
Division of Chemical Bank & 


Trust Company. 


Our officers and staff mem- 
bers offer you competent and 
efficient assistance in any or 


all of the areas listed. 
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TRUST COMPANY 


Founded 1824 


Fiduciary Division 


19 conveniently located 
banking offices in 
Greater New York 


30 BROAD STREET, NEW YORK 15 
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DEMOCRATIZING TRUST SERVICE 


Insurance Trust and Common Fund Offer Vehicles 


for Average Estates 


E. P. NEILAN 


Executive Vice President, Equitable Security Trust Company, Wilmington, Del. 


oe THE GROWTH IN TRUST 
assets handled, concern over the 
need for making trust service available 
to and useful for the average citizen has 
occupied an important part of the pro- 
fessional trustee’s planning. Twenty-five 
years ago, the corporate trustee initiated 
the idea of the Common Trust Fund at 
about the time that the Veterans Admin- 
istration was wisely channeling many of 
the guardianships of incompetent vet- 
erans, their minor children or depend- 
ents into the hands of the corporate 
trustee. The profitable administration of 
these accounts by cooperation with the 
courts, the Veterans Administration and 
the wards proved beyond doubt that 
trust service could be adapted to the use 
of the individual who did not possess 
great wealth. 


Coincident with the guardianship 
growth of the time, the use of the life 
insurance trust was initiated to provide 
the needed safeguards and protection 
for the family of a decedent who did not 
possess many assets in addition to life 
insurance. The trust medium provided 
the flexibility and discretionary author- 
ity which a contract for insurance could 
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Type of small estates appeal cited in article. 
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not. Unfortunately the idea was oversold 
in the period and much of the insurance 
lapsed during the ensuing period of de- 
pression. Only recently has the unfunded 
life insurance trust again reached its 
proper sphere in supplying the needs of 
many men with minor children and no 
material estate other than insurance pro- 
ceeds. 


It is no coincidence that sales of life 
insurance in the United States have 
reached an all-time high in both of the 
last two years. The average citizen has 
recognized the inflationary impact of 
the post-war period on his plans for 
family protection, and the need for in- 
creased life insurance. More and more 
insurance buyers now need the added 
protection of an unfunded life insurance 
trust with discretionary powers. Perhaps 
this need accentuates the usefulness of 
a common trust fund in serving the 
ends of the discretionary life insurance 
trust. 


Common Trusi Fund’s Value 
In the 1925 to 1930 period, a number 


of trust companies undertook to provide 
better investment diversification and in- 
come by creating pooled investment 
funds. The Brooklyn Trust Company 
(now Manufacturers Trust Company), 
City Bank Farmers Trust Company, our 
own bank, and the First Trust Company 
of St. Paul were leaders in this field, 
although on a smaller scale many banks 
utilized the idea. Our Fund A, which 
does not qualify under Regulation F, 
was started twenty-five years ago and 
is still providing an excellent medium 
of collective investment. Our Legal Com- 
mon Fund is a merger of three funds 
all of which were qualified under Regu- 
lation F. 


The history of these funds, their 
growth and present utility to trustees, 
trustors and beneficiaries alike repre- 
sents a major contribution to the trust 
concept for they have succeeded in fill- 
ing the mutual need for a medium de- 
signed to make trusts possible for all. 


Trust Examiner for 
the Federal Reserve 
Bank of Dallas, from 
1933 to 1936, Mr, 
Neilan was a mem 
ber of the first grad. 
uating class in 1937 
of the Graduate 
School of Banking at 
Rutgers. His thesis 
“Trust Examinations” was selected for pub- 
lication in book form. In that year he was 
appointed Trust Examiner with the Federal 
Reserve Bank of Philadelphia, leaving that 
post in 1940 to become associate trust officer 
of Security Trust Co., one of the component 
units of his present institution. The author 
has been chairman of the American Banker: 
Association’s Committee on Service for War 
Veterans, and is a member of the Executive 
Commitee of the A.B.A. Trust Division. 





The total of eight funds with a value 
of less than two million dollars fifteen 
years ago has now grown to 167 funds 
with assets well in excess of one billion 
dollars.* This growth attests to the suc: 
cess of this investment medium in serv- 
ing the beneficiary with safety and max: 
imum income, providing the trustee with 
a low-cost opportunity to extend trust 
service and encouraging the thrift of 
the average American citizen. 


Albert W. Whittlesy, writing in 
Trusts AND Estates in November 1949, 
reported that seventy per cent of the 
trust and guardianship accounts handled 
by The Pennsylvania Company for 
Banking & Trusts was invested in com: 
mon funds. Citing the efforts of banks 
to provide services to the small depositor 
and the small loan applicant, Mr. Whitt 
lesey said a similar policy must be fol- 
lowed in their Trust Departments, if 
trust companies are to face their re 
sponsibility to their community. 






Small Estates Welcome 


Comparable with the common trust 
fund approach and successful to a lesser 
degree were the numerous campaigns 


*See TRUSTS AND ESTATES’ annual survey, Ja 
1954, p. 16. 
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by forward looking trust companies in 
the field of small decedent estates. One 
had only to read the legal notices in 
any county seat newspaper in the United 
States to see that much probate work 
was never approached by the corporate 
executor. Although our company ran 
one of the “$1,000 is an Estate” cam- 
paigns with excellent results, the Cali- 
fornia banks did some of the best jobs 
in this field. 


Particularly the record of the Secur- 
ity-First National Bank of Los Angeles, 
as reported in this magazine in February 
1945, deserves to be repeated. In the 
frst nine months of their drive for 
small estates, they filed 1,014 new wills, 
112 per month, averaging $46,500 assets 
per will, almost four times as many as 
in any comparable period prior to the 
drive. In all, over 1,900 wills averaging 
$40,000 were accepted. The Bank of 
America advertised that 70 per cent of 
the hundreds of wills it probated aver- 
aged less than $25,000. 


The result of this accent upon the 
business of the average individual was 
to make him very conscious of the pro- 
fessional corporate fiduciary’s ability 
to serve him, to bring expert aid to his 
family in settling his estate. 


Perhaps the best proof of the corpo- 
rate trustee’s service to the citizen of 
small means are figures. Of the 50,000 
trust accounts invested in common 
funds, the average investment is about 
$22,000. The 1942 trust survey reported 
that over 50 per cent of the trusts being 
administered by the trust departments 
of banks and trust companies produced 
annual income of less than $369 to the 
beneficiaries. If one could assume a 4 
per cent return, these accounts would 
average about $10,000. Such figures 
provide substantial evidence that the 
average man gets trust service and the 
democratization of such service is a 
reality. 


A A A 


Trust Company Advises 
Business Owners 


A successful estate planning program 
recently developed by Provident Trust 
Co. of Philadelphia provides assistance 
to the owners of distributor companies 
through the cooperation of the supplier. 
The trust company approaches the sup- 
plier, pointing out that when a distribu- 
lor owner dies with a poorly planned 
estate, or intestate, the supplier is in- 
jured as well as the distributing busi- 
hess and the family of the deceased. The 
supplier then gets in touch with some 
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or all of its distributors and offers 
assistance from Provident. 


A representative of the bank visits 
those who wish to take advantage of the 
offer, obtains the necessary detailed in- 
formation, and relays it to the bank for 
study, with particular reference to the 
tax liabilities. Two or three weeks later 
the bank’s recommendations are pre- 
sented to the distributor who discusses 
them with his own attorney. The bank 
makes no recommendations about selec- 
tion of attorneys, executors or trustees. 
That choice is up to the individual dis- 
tributor himself. And the man’s own 
attorney writes the will. 


50 Years for Southern Banker 


The Southern Banker, which was 
founded in 1903 and first published in 
1904, has completed half a century of 
vital service to the interests of banking 
in the old South. The present editor, 
publisher and owner, Haynes McFad- 
den, joined founder R. H. Brown in 
1909 and after the latter’s death in 1914 
became full owner. Through the years 
since then, Haynes McFadden has taken 
an active part with the bankers of the 
South, for four decades serving as sec- 
retary of the Georgia Bankers Associa- 
tion. TRusTs AND EsTATEs salutes him 
and his staff on the fiftieth anniversary. 


at your service 
in Chicago 


When you need a fiduciary in Chicago, American 


National Bank and Trust Company is prepared to 


meet your requirements fully and efficiently. 


The experience and interested co-operation of our 


Trust officers has helped many attorneys to achieve 


their purposes, for individuals, estates, or corporations. 


We invite you to call, or write, concerning any of 


our trust department services. 


American National Bank 


and Trust Company of Chicago 
LA SALLE AT WASHINGTON, CHICAGO 90, ILLINOIS 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





Modern Trust Contributions To 


The American Business Man 


BASIL S. COLLINS 


Vice President, Old Colony Trust Company, Boston 


= CREATES MORE ECO- 
nomic and social complexities for 
the American business man than for 
probably any other member of society. 
Fortunately, he has allies. Trustees, with 
their technical and administrative effici- 
ency and accumulated experience in 
their diverse services, can relieve him 
of many personal responsibilities that he 
dare not neglect. The tangible and vis- 
ible aspects of these services are being 
realized through the practical and spirit- 
ual comfort they have actually brought 
to him and his family. 


Corporate fiduciaries have become to- 
day, in some measure, public service in- 
stitutions. Those which have adopted a 
personality expressing the sum total of 
the human element within their institu- 
tions and have translated that person- 
ality into informative advertising and 
merchandizing methods, will be the sur- 
vivors of the hectic years to come, years 


A pioneer in the life insurance and trust 
council movement which led to the estab- 
lishment of the first such organization in 
Beston more than two decades ago, Mr. 
Collins was the first trust official to be 
awarded the Chartered Life Underwriter 
degree. Holder also of an LL.B., he has 
been peculiarly qualified to work with the 
other members of the estate planning team 
in developing programs for businessmen as 
well as others. He is the author of “The 
A B C of Business Insurance Trusts” (1936). 
This article is a brief catalogue of the ser- 
vices which a trust institution offers the 
business community. 
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which will be overflowing with competi- 
tion. Those that do not adapt themselves 
to this creed of service will find their 
trust assets static or being transferred 
to other more progressive institutions. 


Changing Values 


In setting up an estate plan, the ob- 
jective of the trust company in coopera- 
tion with the accountant, the lawyer, 
and the life underwriter should be to 
increase the utility of the estate. Fre- 
quently, however, the utility value is 
confused with the dollar value. The 
latter refers to the living value while 
utility value refers chiefly to the post 
mortem value. 

Factors which impair utility and wi- 
den the gap between the dollar value 
and the utility value of estates are gen- 
erally taxes, administration costs, lia- 
bilities, liquidation problems, faulty dis- 
tributional provisions in wills and trusts, 
or the complete lack thereof, faulty in- 
surance arrangements, improper man- 
agement arrangements and _ the like. 
These factors have been divided into 
two groups — 

(1) Liability and _ estate 


which consume estate assets. 


(2) Conditions which 


value of the estate. 


charges 


impair the 

Group one has been called the first 
mortgage on an estate. Group two con- 
sists of various less tangible, but none 
the less important, items that effect a 
shrinkage in the worth of estate assets. 
In this group are such items as the loss 
of the management factor to the estate 
i.e., the shrinkage which follows the 
loss to the estate of the experience, 
ability and judgment of the deceased; 
the loss of management factor to the 
business interest where it is dependent, 
at least in part, upon the personality, 
guidance and perhaps financial assets 
of the deceased; and, lastly, the change 
in the character of the estate assets 
which, in effect, means that which takes 
place when the business man’s estate 
becomes a widow’s estate. 


APIA 
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Case History 


Witness the tragic story of a young 
woman thirty-two years of age who in- 
herited from her father a minority in- 
terest in a silk mill. This interest, which 
was practically her only inheritance, 
was valued at $135,000. The balance of 
the stock was owned by her uncle. Al- 
though the business proved successful 
during five of the eight years of her 
stock ownership, she had at no time 
received a dividend because her uncle 
was constantly expanding the business 
and raising his own salary, leaving no 
surplus for the payment of dividends. 
This unfortunate situation could have 
been eliminated by a sound purchase 
and sale trust agreement, funded by 
life insurance. 


From their experience with the valua- 
tion of business interests for estate tax 
purposes, corporate trustees can show 
the businessman the advantages of es- 
tablishing a value in the estate plan. In 
fact, an increasing number of trust de- 
partments are establishing separate di- 
visions to assist the businessmen in ap- 
proaching the problems of continuing 
or directing the sale of a business inter- 
est after death. It is a strange and curi- 
ous fact that many businessmen who 
protest the extremely high tax structure 
neglect to take those steps which will 
hold their own taxes to the legal mini- 
mum. This is probably due to the fact 
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that they are tax conscious but not tax 
informed. 





Failure to “do something” about this 
practically confiscatory problem will 
likely end either in the estate subjecting 
itself to a material increase in the value 
of the business interest set forth in the 
death tax returns, or resorting to litiga- 
tion. Such a procedure is long-drawn 
and expensive — win or lose! 








Other Services for Business 






Another service offered to business 
men and their corporations, which had 
broad public acceptance, is investment 
management for the individual or corpo- 
rate portfolio. This function will doubt- 
less be more widely accepted in the 
future. 









The public clamor for pensions has 
increased tremendously the number of 
retirement plans. Here experience in 
advising on, installing, and operating as 
trustee under, pension and profit-shar- 
ing plans renders a realistic service to 
business, executives and employees. 





For the protection of the business man 
and his family, the device of the life 
insurance trust has met with wide favor 
because of its unique advantages: 

1. Meeting unanticipated needs of 


estate and family through personal- 
ized and discretionary administration 





















nich of the life insurance proceeds; 
ee 2. Co-ordination of all elements of 
a of the estate; 
Al. 3. Provision for making cash 
e 4 available to the estate through loans 
ssful to, or purchase of assets from the 
her estate, thus enabling the executor to 
time meet the items of shrinkage, includ- 
—s ing taxes, without the forced liquida- 
whe tion of valuable assets in the estate. 
x no The development of trust services for 
nds. | the American business man and _ his 
have & ‘amily is limited only by vision and re- 
hase  Surcefulness. There is in all of us a 
by & sense of “noblesse oblige.” All business 
' E must give and take — and it is not by 
accident that “give” comes first in that 
lua- & maxim. It is by giving that trust institu- 
tax § tions have earned and will continue to 
how earn the confidence so vitally needed 
es: § for the far greater progress which the 
o future should witness. 
* A great Boston business leader said, 
ap “Profit is not the incentive — but the 
sing proof of service.” 
iter- 4 AS 
il Iowa Fiduciaries to Meet 
who The annual meeting of the Iowa Cor- 
ure porate Fiduciaries Association will be 
will held May 12th at Council Bluffs. The pro- 





gram features addresses on the prudent 
man rule, human side of trust business 
and estate planning. 
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COMPOSITION OF 20 ESTATES WITH BUSINESS INTERESTS 


Liquid 

Case Marketable 
No. Assets' 
EE icintbiciniivenene $ 236,150 $ 
on 176,110 
a 129,400 
SP eiienetknigtbes 121,050 
sittin viinictemeens 59,811 
SR 398,000 
, 77,457 
IE ici ist lcci’ 276,050 
neat Sa eee 45,692 
I igctitiemengennitg 108,679 
 sinenetsenkieesss 213,000 
ee 90,000 
yA 18,625 
ene ae 500,265 
PONE eee Sa 29,150 
OG ii he, 14,180 
._.. ee 151,243 
» appeals 24,000 
pee 142,744 
oC ad 87,654 
TOTALS _.____ 





Semi- 
Liquid 
Assets* 
352,000 


244,957 
120,000 


81.896 
141,817 


262,970 
95,600 


127,948 
146,332 
15,000 
60,000 
45,000 
53,190 


365,000 
157,695 


98,640 


91,000 
35,200 


41,000 
12,000 


$2,899,260 $2,547,245 


Close Corporation, Part- 
nership and Proprietor- 
ship Investments* 


(Book 
Value) 


$ 859,900 


50,000 
138,116 


221,973 
330,950 
452,938 


45,510 


32,883 
158,755 


68,736 


8,645 
158,755 


36,090 
41,160 
$3,106,888 


‘Cash, listed securities, Government bonds. 
*Real estate, life insurance and death benefits of annuities payable under settlement options, notes 


receivable, tangible personalty. 


°Closely held business interests valued at book value and on a capitalized earnings basis. 


(Est. Tax 
Value) 


$ 960,030 


50,000 
470,116 


155,580 
440,166 


189,131 
338,095 
587,224 
867,158 


123,909 
141,316 
$5,499,396 


Total 
Estate* 

(A) $1,548,180) 

(B) 1,448,0505 
421,067 
(A) 719,516 
(B) 387,516 
(A) 358,526 
(B) 232,546 
(A) 641,794 
(B) 582,745 
660,970 
(A) 362,088 
(B) 264,717 
(A) 742,093 
(B) 625,971 
(A) 779,248 

(B) 522,974) 

(A) eaeant 
(B) 576,617 
273,000 
135,000 

(A) inset 
(B) 117,325 
898,148 
(A) 550,215 
(B) 345,600 
(A) 381,556 
(B) (181,556 
250,888 
(A) 422,910 
(B) 217,955 
(A) 307,653 
(B) 219,834 
(A) 240,970 
(B) 140,814 
(A) $10,945,901 
(B) 8,553,393 


Estimated 
Succession 
Tazxes® 


$ 617,624 
134,953 
162,992 


52,751 
$3,328,174 


*Total value of estate if closely held business interest is valued (A) at the higher of book or capital- 
ized earnings value; or (B) at the lower of the two values. 
*Total of statutory administration expenses (attorney’s and executor’s fees), Federal Estate taxes, 
and State inheritance taxes that will be imposed in each case, if the higher tax value is established for 


business interest, by the time the estate reaches present owner’s heirs. 


From article by W. T. Hackett in Feb. 1950 TRUSTS AND ESTATES 
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50 Years of Trust Experience 


TRUST SERVICE EXCLUSIVELY 


Detroit Trust Company, with its many years of experience 
in every phase of trust business, is especially qualified 
to serve in any situation requiring a Michigan fiduciary. 


DETROIT TRUST COMPANY 
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PLAN FOR ALL THE DOLLARS 


Life Insurance Approach to Estate Planning 


STUART F. SMITH 


Vice President and Director, Connecticut General Life Insurance Company, Hartford, Conn. 


STATE PLANNING IN THE LIFE INSUR- 
i ance industry, or advanced estate 
planning, as we apply this science in our 
company today, had its beginnings some 
thirty years ago. In selling life insur- 
ance back in the twenties, our approach, 
in the main, was based upon the sale of 
a product which guaranteed to deliver 
a certain number of dollars at some 
undetermined date, whenever needed. 
In some cases, these would be the only 
dollars available at such time of need. 
In other cases, more dollars would 
appear — from real estate, securities, 
business interests, inheritances, and so 
on. 


We believed that whenever life insur- 
ance was sold on any basis, a real con- 
tribution to society had been made 
through promotion of habits of thrift 
and the resulting accumulation of re- 
serves against the hazards of death, 
disability and old age. But was the 
mere delivery of dollars enough? We 
began to wonder. Dollars have com- 
monly recognized value in terms of pur- 
chasing power. They have far greater 
value when measured in relation to the 
essential and critical needs of the indi- 
vidual who receives them. 

How well would the delivery of X 
dollars satisfy a widow’s need for 
enough monthly income to raise and 
educate a family and have a reason- 
able degree of financial independence 
in old age? 


Whose responsibility is it to see 
that the dollars accumulated and de- 
livered by life insurance are used to 
good advantage? 


Greatest Functional Value 


In searching for an answer, it be- 
came clear to us that as life insurance 
men we had a responsibility to study, 
gain understanding of and fully explain 
to those concerned, the ways in which 
the money management facilities of the 
insuring company inherent in the con- 
tract itself could assist in solving the 
problem. So we considered thoughtfully 
the significance and effect of the life 
insurance contract. If we could increase 
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jf Mr. Smith, a grad- 

uate of the Wharton 

School of Finance, 

joined the Connecti- 

cut General in 1924 

and was the Com- 

pany’s leading agent 

until he entered man- 

agement activities in 

1932. He qualified 

for the Million Dollar Round Table for 

three consecutive years and is a life member 

of that organization. In 1932, Mr. Smith was 

appointed manager of the Company’s Pitts- 

burgh Office and built that agency from 

23rd position to 6th position in two years. 

In 1934, he took the managership of the 

Philadelphia office. Under his direction, 

Philadelphia became not only the Company’s 

leading agency but one of the country’s 

leading life insurance agencies. In 1947, Mr. 
Smith assumed his present position. 





the utility of the contract dollars, we 
would make them more valuable. As 
the demonstrated value of the delivered 
dollars increased, we knew our product 
would gain in desirability and accept- 
ance. And so we searched out valid and 
practical ways of planning with the in- 
surance purchaser to provide this extra 
functional value to the insurance con- 
tract dollar. 


ESTATE TERMITES 


eV ue 

<3 a 

ee 
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At the beginning this new concept was 
applied only to insurance dollars, Then, 
because it was obvious these dollars 
would be intermingled with all other 
dollars, we passed into the phase of 
planning which includes all dollars. 


As planning developed through the 
years, there was an increase in our 
knowledge of the character of these 
other dollars and of the forces which 
affected their utility. Gradually, we be- 
gan to think in terms of the total prob- 
lem; the living structures; the effect of 
the laws of distribution of property; the 
effect of the changes in the laws of dis- 
tribution of property; the effect of the 


social changes reflected in taxes, and 


so on. 


Coordinated Planning 


And so it long has been the practice 
of our sales force to think first in terms 
of a comprehensive analysis and plan 
for our prospective policyholder as a 
means of coordinating all property in 
an overall program, designed to best 
serve his particular aims and objectives. 
Out of such plans there came many and 
varied needs for an instrument of dollar 
accumulation and distribution which 
only the unique characteristics of the 
life insurance contract can fulfill. Thus, 
in performing a socially desirable ser- 
vice, we in turn benefit ourselves 
through increased sales measured by 
established need. 


Equipping our field force for such 
work involves the acquisition of an in 
formed layman’s knowledge with respect 
to legislation, taxes and developments 
in the fields related to the application 
of insurance to human needs. It involves 
much training and skill in the techniques 
of gathering facts for effective pro- 
grams, and close cooperation with the 
attorney, trust officer and accountant. 
The public is served best only when 
each performs his proper part of the 
job. This requires teamwork and out 
experience has been that an understand: 
ing by each of the other’s function pre- 
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Underwriter’s Place on Team 


The public generally is not sufficiently 
ware of the need for estate planning 
nor well enough informed to seek ad- 


vice voluntarily and to take action as 


individuals. They need motivation and 
help; the creation of such awareness to 
the degree necessary for an individual 
to disclose voluntarily the intimate facts 
of his financial and family picture is 
definitely not an easy matter. It takes, 
in addition to technical -skills, a high 
degree of sales ability in the sense of 
being able to motivate people to action 
once agreement has been reached on a 
desirable program. It is our belief that 
the adequately trained estate planning 
life underwriter is a logical person to 
carry on this work. 


Our experience over the years in train- 
ing men and building an organization 
to deliver estate planning service has 
strengthened our original conviction 
that it could be done successfully. We 
have been able to distribute adequate 
amounts of life insurance at low cost. 
Last year records one of the best over- 


| all years of our Company in adding to 


our field organization men of stature 
who earnestly desire to serve their com- 
munities through life insurance estate 
planning — many of them former attor- 
neys, trust officers, accountants, teach- 
ers — men who would never sell life 
insurance under any other than a service 
system. The substantial growth in our 
offices throughout the country assures 
us that the public does appreciate and 
want this kind of service. 


One of the most pleasant aspects of 
this operation has been the constant 
growth in our friendly and cooperative 
relations with trust companies, trust 
officers and their new business depart- 
ments. Many bankers have been very 
gracious in telling us that we are a most 
important source of new trust business. 
More and more we find that our mutual 
interests prosper according to the degree 
in which we help each other to help our 
joint clients and customers. 

a eS 
BANK Host TO UNDERWRITERS 


Members of the Philadelphia Chapter, 
Chartered Life Underwriters, were 
guests of The Pennsylvania Company for 
Banking and Trusts on a tour of the 
bank’s operating departments at its head- 
quarters and main annex on March 24. 


Estate Planning Forum 
in Rochester 


Estate planning problems were con- 
sidered in a full-day forum conducted 
by the Practising Law Institute of New 
York on March 13 at the Hotel Shera- 
ton, in Rochester. The program, featur- 
ing the tax, life insurance and trust as- 
pects of planning an estate, was spon- 
sored by the Rochester Bar Association 
and the Federation of Bar Associations 
of Western New York. 


A panel of outstanding tax, insurance 
and banking experts, under the chair- 
manship of Joseph Trachtman, Adjunct 
Professor of Law, at New York Univers- 
ity, and T.&E.’s New York Legal Editor, 
emphasized methods of effective plan- 
ning, including analysis of estates and 
will provisions, and demonstrated rec- 
ommended procedures in typical situa- 
tions. The speakers included Bernard G. 
Hildebrand, tax attorney, Metropolitan 
Life Insurance Co.; Aurie I. Johnson, 
vice president, First Trust & Deposit 
Company, Syracuse; Jesse R. Fillman, 
of Carter, Ledyard & Milburn; and 
Milton Young, of Young, Kaplan & 
Edelstein, both of New York. . 


T 
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- Trustees’ Fees-Then and Now 


OT TOO MANY YEARS AGO—BUT BE- 

fore the birth of corporate fiduci- 
aries—it was the custom to name a 
family friend as executor or trustee, 
who served without compensation, or at 
most was given some “memento.” In 
this early period wealth was concen- 
trated mainly in real estate. Forms of 
wealth as well as duties of a fiduciary 
have since multiplied, and gradually the 
quaint notion that a trustee should not 
expect compensation was abandoned. An 
1893 Mississippi case’ seems to sum up 
the situation: “The English rule that a 
trustee is not entitled to compensation 
for executing a trust unless provided by 
the parties has not been accepted in the 
United States generally, nor in this 
state.” 


At the turn of this century a few trust 
companies had, of course, been admin- 
istering estates and trusts for many 
years, and had a respectable volume of 
business, but most were relatively new 
in the field. From the literature of the 
time, these trust companies were ap- 
parently more concerned with other 
problems than with fees and costs. At 
the twelfth annual meeting (1907) of 
the Trust Company Section of the Amer- 
ican Bankers Association, two of those 
on the program spoke on the subject 
“Charges for Business of a Trust Na- 
ture.” The conclusion of the first 
speaker, whose bank had just opened a 
Trust Department, was: 

“In my opinion, the measure of the 
commission should, almost in every 
case, be fixed by the value of the 
service to be rendered, and that is too 


variable to permit of the fixing of an 
invariable rule.” 


The other speaker concluded: 


“I do not believe it practical to 
establish a uniform tariff of charges 
applicable throughout the _ entire 
country, but we might make a be- 
ginning by encouraging the trust 
companies in the large cities to agree 
upon a basis of charges for the better 
defined forms of trust business.” 


Trust fees were then both unscientific 


and exploratory. Even now there seems 
little hope in the foreseeable future for 


1Niolon v. McDonald, 71 Miss. 337. 
2“Trust Companies,”” Oct. 1907, p. 697. 
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WILLIAM A. McRITCHIE 


Vice President, Guaranty Trust Company of New York 


uniform charges throughout the country. 
However, competition within the large 
cities and generally within each state, 
together with a better appreciation by 
each trust company of its cost of render- 
ing the particular service, has tended 
over the years to eliminate wide varia- 
tions in the fee schedules of trust com- 
panies in the same area for similar ser- 
vices. 


Fee Trends in New York 


It is of interest to compare the fees 
of today in a few cities and states with 
those allowed fifty years ago to see if 
there is any tendency by the legislatures 
or courts to recognize the increased 
duties and costs involved in modern 
trust service. 


New York has had a statutory fee sche- 
dule since 1827 and anything more than 
a reference to the changes over the 
recent years would monopolize this 
study. In 1904 a trustee was allowed 
by statute: 5% on the first $1,000, 
214% on the next $10,000, 1% on the 
balance of principal received and paid, 
and of annual income. These were the 
established rates from 1817 (when they 
were fixed by the Chancellor as rea- 
sonable compensation) until 1921, 
except for an increase prior to 1904 in 
the dollar amount of the second bracket 


from $4,000 to $10,000. 


Commissions of testamentary trustees 
were increased in 1923 by a change in 
these rates, and by the addition of a 
commission of 5% of gross rents for 
managing real property. In 1926, the 
statute governing trusts inter vivos was 
changed to conform. Then in 1943 an 
approach to “pay as you go” rates was 
adopted but was doomed to a short 


A graduate of 
Washington and Lee 
Law School, the au- 
thor practiced law 
from 1925 to 1928 
in Miami, Florida. 
He is also a mem- 
ber of the Georgia 
Bar. Mr. McRitchie 
joined the Guaranty 
Trust Co. in 1928 
and has been associated with its trust depart- 
ment since then. 















life, being repealed in 1948. The 1943 
Act gave authority to the Surrogates to 
allow additional compensation for extra- 
ordinary services, but this had an even 
shorter life, ‘being repealed the year 
after passage. 


In 1948 the Legislature reverted to 
the old fashioned basis of compensation 
with these rates: 6% on the first $2,- 
000, 3% on the next $10,000, 2% on the 
balance of principal received and paid, 
and of annual income. 

A reduced annual principal fee, com- 
pared to the 1943 rate of 110% of the 
income commision, was substituted: $1 
per $1,000 on the first $50,000, 45c 
per $1,000 on the next $350,000, 30c per 
$1,000 on the balance of principal. 




















Although trustees’ fees obviously have 
increased over the 1904 level, the cur- 
rent statute produces less annual fees, 
and in a trust of average duration and 
yield, less aggregate fees than under the 
short-lived 1943 schedule. 


Correspondents in the major “old- 
line” jurisdictions have furnished the 
following data with respect to their 
states. 










Changes in Other Eastern States 







In Massachusetts, a statute has been 
in effect since 1882 providing for such 
compensation as the court may allow. 
At the beginning of this century com- 
missions of trustees under this statute 
equalled 5% of income. By 1928 this 
had been increased to 6%. The statute 
was amended in 1941 to permit the 
court to apportion some part of com- 
ensation against principal. As a result of 
this change the basis in Boston of 4 
trustee’s annual commission is now 
4% of the income plus 2/10 of 1% on 
the first $500,000 and 1/10 of 1% of 
the balance of the principal, with a dis 
tribution fee of 144%. 



















In New Jersey, the present statute has 
been substantially in effect since 1898, 
except that today the income commission 
is 5%, whereas in the old days that 
was the top limit in the discretion of 
the court, up to 5%, with awards m 
some cases as low as 2%. A recent and 
novel amendment gives a trustee an addi- 
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tional fee of 1/5 of 1% of principal 
for each year of administration after 25 
years. 


In Pennsylvania, the compensation of 
a trustee is discretionary with the court. 
In the Philadelphia area court allow- 
ances have remained the same over the 
last fifty years. One important statutory 
change of recent years provides a testa- 
mentary trustee who was also the execu- 
tor is now entitled to a terminal com- 
mission on principal. Since 1953 an 
interim allowance on account of the 
terminal commision may be made by 
the court prior to termination. 


In Virginia, a trustee since 1819 has 
been entitled to reasonable compensa- 
tion. The accepted rule around 1900 
provided a trustee with 5% on cash 
receipts, both principal and income, with 
no uniform percentage as to property 
distributed in kind. Today a trustee is 
entitled to the same rates, and the cases 
have decided that distributions in kind 
are commissionable at 214%. 


The ancient Maryland rates are not 
available at this writing, but statutory 
changes made in 1951 may be men- 
tioned. The new annual rates are: 


On Income 
6% on first $5,000 
5% on next $5,000 
4% on next $10,000 
3% on next $10,000 
2% on remainder 
On Principal 


% of 1% on first $250,000 
% of 1% on next $250,000 
vs of 1% on remainder 
There is also a distribution fee of 
Ye of 1%. 


In the Mid-West and California 


In Illinois, a testamentary trustee is 
entitled by statute to reasonable com- 
pensation but an inter vivos trustee is 
not entitled to any fee unless compensa- 
tion is provided for in the agreement. 
Here the old English rule is still in 
eect. The old rate appears to have 
ben 6% on the first $2,500 of in- 
come and 3% on the next $97,500 of 
income, with a reduced rate on any 
excess and also in the first bracket to 
3% when the income equalled $12,500 
or more. There was also a fee of 2% 
on distribution if made within five years 
of the creation of the trust, and in a 
ksser amount on a trust of longer dura- 
tion, An interesting variation was a 1% 
investment charge, adjusted downward 
a reinvestment made within five 
years. This was also a customary prac- 
ae in Ohio, where in the early days a 
% of 1% reinvestment fee was charged. 
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The current Chicago practice is to 
base the annual fee upon the value of the 
principal, with a modest distribution fee 
scaled down from 1%, depending on the 
amount of principal. The annual fee for 
ordinary services is: 4% of 1% on first 
$100,000; 144 of 1% on next $150,000; 
3/10 of 1% on next $750,000; 14 of 1% 
on next $1,000,000; 1/5 of 1% over 
$2,000,000. 

There is no statutory schedule for 
trustees in Missouri. The old charge was 
5% of the income and 5% on principal 
distributions, including real estate. 
Missouri trustees have now modernized 
their charges and in St. Louis the fol- 


lowing is charged annually for ordinary 
services: on income, 4%; on principal, 
1/5 of 1% on first $200,000 and 1/10 
of 1% on balance. There is a distribu- 
tion charge of 3% on the first $100,000 
and 114% on the balance of principal. 
California rates have become more 
realistic over the years. A testamentary 
trustee is entitled to reasonable compen- 
sation, but a trustee of an inter vivos 
trust is only entitled to the inadequate 
statutory commissions of an executor un- 
less the contrary is provided for. Conse- 
quently corporate trustees have devel- 
oped their own schedules of reasonable 
compensation. (Continued) 
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R56. U. S PAT. OFF. 


CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1953 


ASSETS 


Cash on Hand andin Banks ..... .- 

United States Government Securities . 

State, Municipal and Other ay 
St Bank 


ock of the Federal Reserve 


idee. oe 
Bank Premises. . . . « «© « ee eee 


- $ 255,038,401.11 
465,288,249.91 


135,976,487.70 
500,654,424.45 
3,208,583.36 


Other Real Estate ....-se-e«-e-ece 1.00 


Other Assets. 2.2.2 2c eee eceeee 


5,620,778.91 
$1,365,786,926.44 


LIABILITIES 
Capital Stock .. « -- $ 17,500,000.00 
Surplus ..... fae he 42,500,000.00 
Undivided Profits Sere” 16,073,131.93 
Capital Funds $ 76,073,131.93 


DEPOSITS 

Commercial and Savings .. $1,234,659,241.71 

Estates and Corporate Trust . 42,986,450.12 1,277,645,691.83 

Accrued Taxes, Interest, etc. 8,726,206.10 

Other Liabilities . . ....2.-2e-ece-s 3,341,896.58 
$1,365,786,926.44 


United States Government Securities carried at $101,823,282.10 are pledged tosecure U. S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 


Assets are shown NET after deducting Valuation Reserves. 
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2% ON SAVINGS 
753,246 SAVINGS AND CHECKING DEPOSITORS 
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Early San Francisco trustees charged 
2% of income, reduced to 1% in the 
case of large trusts with concentrated 
holdings, and the usual closing fee was 
1%. The closing fee is now the same 
except that the rate may go up to 2% 
if the property goes to unnamed bene- 
ficiaries. The northern and southern 
parts of the State have developed differ- 
ent annual fees. In Southern California 
there is a flat charge of 34 of 1% of 
principal, whereas in Northern Cali- 
fornia, the fee is 4% of 1% first $50,- 
000, 4/10 of 1% next $50,000, and 1%4 
of 1% of balance of principal. 


Comparative Charges 


In the annexed chart these compari- 
sons are summarized for a trust of $200,- 
000, composed only of stocks and bonds, 
with an assumed yield of 4%, a dura- 
tion of twenty-seven years, and no co- 
trustee. 


The fees of the past may be estimated 
too low, for the reason that income 
yields were better then than now. The 
higher yield basis would serve to reduce 
the percentage increases shown. In any 
event, an index indicates that the cost 
of living has increased approximately 
200% during these fifty years. 
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. 
Collections catalogued and sold 
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Siate Comparison on Fees 


on $200,000 Trust 


% 
Area 1904 1954 Increase 
Virginia _..__ $677 * $677* 0 
Pennsylvania 
(Philadelphia) 696 696 0 
New Jersey -... 677 707 4 
Missouri 
(St. Louis) _. 770 886 15 
New York __ 306 572 87 
Massachusetts 
(Boston) 400 831 107 
Illinois 
(Chicago) _. 389** 907 133 
San Francisco . 234 774 231 


*3%, distribution fee. 
**No reinvestment charge included. 


Apart from statutory changes over the 
past half century, two other phases of 
compensation are worthy of mention. In 
a sense they are related developments, 
being grounded on the fact that the 
administration of a trust covers a long 
period of time during which conditions 
may be substantially different from 
those contemplated when the trust was 
created. The first of these is the sugges- 
tion to put compensation on a flexible 
basis so that fees are consonant with the 
value of the services as they are ren- 
dered.* The other trend is toward seek- 
ing additional compensation from the 
court for extraordinary services.* 


®Bardt, Flexible Compensation, TRUSTS AND Es- 
TATES, Feb. 1949, p. 80. 

4Cameron, Fees for Extraordinary Services, 
TRUSTS AND ESTATES, Mar. 1939, p. 310. 


True Costs 


A comparison of New York trustees’ 
fees and the annual cost of a surety bond 
premium shows that, for our $200,000 
trust, the premium is $665 or 116% of 
the trustee’s fee. In other words, the cost 
of a corporate trustee’s services in a 
trust of average duration and yield is 


actually less than the cost of a guarantee | 


to the beneficiaries that an individual 
trustee® will upon demand respond for 
any surchargeable loss. 

The increase in costs of operations, 


pep itien 'y 
aoe, 


ois Sid ara nae 


t 2 


duties and responsibilities of trustees 7 


over the last half century requires no § 


elaboration. That period, to mention just 
one element, has seen the introduction of 
Federal income, gift and estate taxes, 
creating additional administrative bur- 
dens. Parenthetically, the income tax, 
non-existent in 1904, now skims off 52% 


of the corporate fiduciary’s own income. | 


The conclusion is inevitable that only 


in a few areas of the country has the | 


compensation of trustees kept pace with 
costs, duties and responsibilities. Else- 


where the double yoke of increasing § 
costs and decreasing net income de- | 
mands a remedy beyond the never end- 7 
ing search for further efficiency. It is a | 
great satisfaction that in this serious | 
and continuing effort to produce a rea- 7 


sonable return to our stockholders, no 
consideration is ever given to the elim- 
ination of any essential service to our 
trust beneficiaries. 

5Admittedly, an individual trustee may in New 
York and most other states, be excused by the 


instrument from filing a bond, but then there is 
lacking the assurance that losses will be made good. 
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Personnel-Our Human Assets 


TRUST TRAINING AND EDUCATION 


JOSEPH T. KECKEISEN 


Vice President 


WARREN SMETTERS 


Assistant Cashier 


The First National Bank of Chicago, Illinois 


GREAT MANY TRUST DEPARTMENTS 
ess organized to handle just the 
administrative work of a few large es- 
tates. Usually a lawyer headed the de- 
partment and a clerk or two comprised 
the staff. Most laymen looked upon this 
business as one which dealt only with 
the probating of estates and the man- 
agement of trusts and only a few could 
even guess at the broad scope of the 
services to come. 


In these early years it was possible 


i to learn every detail of trust work and 


to absorb the new details as the trust 
department grew. There was not enough 
volume of any single type of admini- 


) strative or clerical work to occupy the 


full time of one person. The administra- 
tive man would accept, direct and man- 
age all the types of trust business and 
the clerk would be equally involved in 
the operations. This system had its ad- 
vantages in that the potential trust offi- 
cer had an opportunity to learn every 
detail of every function or service per- 
formed by the trust department. 


At that time the profits were good and 
the risks small. It was not long, how- 
ever, before there were restrictive deci- 
sions, multiple taxes, competitive com- 
panies and the need for increased per- 
sonnel. Also there were unforseen lia- 
bilities and responsibilities inherent in 
this business. Many laws since that time 
have created the need for highly trained 
personnel, both administrative and op- 
erating, and only the smaller trust com- 
panies are free from the need for spe- 


‘| cialization. 


The big problem today is how to give 
the young man, in the medium or large 
trust department, a rounded-out knowl- 
edge of all phases of trust business so 
that we may have the same type of 
leadership in the future that we have 
today. This is not just a trust depart- 
ment problem but applies to all volume 
departments throughout the bank. 


Salaries constitute nearly 58% of cur- 
rent bank operating earnings—of which 
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two-thirds is for employees other than 
officers. Other operating expenses are 
substantially affected by the efficiency of 
both groups. Thus, the major concern 
of bank management—on the operations 
side as well as the service side — is with 
the people on its payroll. 


Knowledge & Judgment 


Trust service has become the work 
of a group of specialists; administrative 
officers, tax men, investment men, real 
estate experts, attorneys, estate planners, 
economists, and accountants. Through 
the medium of a Trust committee of 
officers and directors, the decisions of 
the institution represent the judgment of 
many persons based upon varied knowl- 
edge and experience. In the very nature 
of things young men will step into those 
top positions at a younger average age 
than did their predecessors. There should 
be no gap in experience and rounded-out 
knowledge between the top operating 
men in every category and the men 
coming up the line who will succeed. 


The question is whether or not we 
can operate as efficiently at the top 
levels with specialists if they lack the 
broad knowledge required for admini- 


strative positions. To be realistic, we in 
the banks know of the many opportuni- 
ties open to the intelligent and industri- 
ous employee. However, it is not enough 
to have just a good formal education to 
qualify for responsible jobs. From a 
practical viewpoint we must be sure 
that the employee is capable of exercis- 
ing good judgment and taking full re- 
sponsibility for his actions; to do these 
things he must have practical experience 
in all phases of his work. 


Many of: our experienced workers who 
have knowledge and proven abilities en- 
tered the bank before graduating from 
high school. They worked all day and 
attended school at night taking special- 
ized courses in order to improve their 
education and prospects in the business 
world, and are now authorities in re- 
sponsible jobs. 


Job or Leadership Training? 


Various training programs have been 
set up for bookkeepers, tellers and cler- 
ical workers in general and special pro- 
grams for college men. The purpese of 
these programs is to give the fundamen- 
tals of the work in the departments as 
quickly as possible so as to upgrade 





Members of staff of First National Bank of Dallas shown at typical class session of series 
conducted for all employees on bank services and customer relations as part of the 
training program. 
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the person with intelligence and ability 
to the important jobs in a minimum 
amount of time. But we are not con- 
cerned only with filling a job. It is 
essential to take the necessary time to 
teach good banking practice and ad- 
ministration in order that we may have 
strong leaders in the future. 


Our intelligence and aptitude tests in- 
dicate the present day trainee is as good 
as his predecessor. interviews indicate 
he is basically sound, neat, speaks well 
and his formal eductaion is at a higher 
level than the average applicant of 
twenty years ago. The only difference is 
his attitude. The last months of his 
academic life can be one of mental con- 
fusion and a feeling of frustration. 
When he was an underclassman, he 
knew he would return the following 
year but when he is a senior he realizes 
that he will soon be on his own. He 
feels uncertain and wonders whether or 
not he studied the right things. Has he 
selected and prepared in the right field? 
Will his untested knowledge measure up 
to what is expected of him? Will he be 
given opportunity and will he be suc- 
cessful? Will he do as well as his friends 
who graduated in a previous class? Will 
he be in the army? If so, when will he 
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have security, a home and a family of 
his own? 


Even if this young man enters the 
business world he has many anxious 
moments as to the direction his life will 
take, Just entering the business world is 
a big experience in itself, and the young 
man is apt to have dreams of becoming 
an executive in a short span of time. 
The training in detail, the more or less 
onerous tasks he must learn to do and 
take responsibility for are far from the 
glamorous picture he formed in the 
classroom. This attitude is a problem 
with which we must reckon. It affects 
other workers, can lower morale and be 
generally hard to live with. 


Education Plus Guidance 


Since education does not assert itself 
in all individuals in the same period of 
time, we should lose no time in trying 
to stimulate it to action. We must define 
our purpose to the newcomer, in order 
that he will understand our objective, 
the satisfactions and importance of trust 
work, and the vital role we hope he will 
assume. 


Not everyone is privileged to attend 
college or university and graduate in 
his early twenties. Night schools are full 
of young men making up high school 
credits and going on for college degrees 
and graduate work. These men are also 
potential leaders and their development 
is of the utmost concern to management. 
Many of our top executives started this 
way, and management should be alert to 
early indications of the desire for suc- 
cess, if they are to retain such good 
timber. 


Then there are those individuals who 
cannot assume responsibility at all and 
are unhappy if required to do so, as 
well as those who want to assume re- 
sponsibility but do not have the capac- 
ity, or have reached their limits. The 
human relations man knows that all of 


rn 
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J. T. KECKEISEN WARREN duinetens 
ilies stihthcnateshahhmaniaetensnp beets 
these people round out every organiza- 
tion and his job is to see to it that the 
edges of the square pegs are rubbed off 
enough to fit the round holes. 


In order to get qualified personnel 
we must concentrate along different lines 
than we have in the past. We watch our 
fine bookkeeping machines, IBM’s, cal- 
culators, typewriters and other expen- 
sive equipment to see that they function 
properly and do all the things the engi- 
neers designed them to do. We have 
highly trained service men go over 
them periodically to see that they are 


in perfect running order. When they fi 


wear out we trade them in without any 
sentiment or consideration of their feel- 
ings — there are no conflicts. 


Human Engineering 


These machines respond to the touch 
of any operator and they are not con- 
cerned with the skill of the person who 
operates them. But what about our en- 
ployees who are going to operate and 
run our business? They differ in physi- 
cal makeup, intelligence and tempera- 
ment, race, religion and social back- 
ground, emotions or aptitudes — all the 
elements which go to make up a human 
being. They react differently to the same 
type of supervision, have various ideas 
and opinions on the same subjects and 
approach the same problems in differ- 
ent ways. Do we take as much care to 
understand this complex character as 
we do the machines? Do we keep him in 
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perfect working order? Are our man- 
agers and trainers as well versed in 
human engineering as our mechanics 
are in machine engineering? 

These human beings are constantly 
reacting to everything about them — if 
their first impression is a negative one, 
we are going to have a hard time con- 
vincing them that there is a career for 
them in the banking field. They are con- 
stantly judging the environment, the 
work, and the reactions of other work- 
ers just as we in management are judg- 
ing them. Every time an employee, new 
or old, changes jobs or is upgraded he 
goes through a period of uncertainty 
when he needs the encouragement and 
support of the man under whom he is 
working. It is the administrative or 
training supervisor who has to keep our 
employees functioning in an intelligent, 
eficient and self-respecting way. It is 
management which much supply the in- 
centives and rewards if the workers are 
to respond with enthusiasm and inter- 
est. Persons with mediocre abilities often 
surpass themselves when motivated by 
enthusiasm. 


‘Member of the Wedding’ 


How do we create interest? By show- 
ing the employee the “why’s” and 
“wherefore’s” of what he is doing, how 
it fits into the complete scheme of 
things and also how the results of his 
work affect others. He must be given a 
sense of belonging to and pride in his 
department. He must be told how other 
departments are related to the whole 
structure, how they function and what 
services they perform. 


Our managers, supervisors and ex- 
perienced men know the answer. They 
know the “why’s” and “wherefore’s” 
and what it is all about. It is time we 
concentrated on giving the younger em- 
ployees the benefit of the knowledge and 


skill of these experienced men. 


This is not a short range or spasmodic 
program. It should be regarded as a 
constant program to be practiced every 
day. Each time we lose an experienced 
worker our replacement is handicapped 
by inexperience. Turnover of skilled 
personnel is one of the costliest factors 
in business; another is inefficiency in 
using available talent. In the past ten or 
so years, to meet conditions caused by 
the shortage of help and the expansion 
of business, much ingenuity and untir- 
ing energy has been directed toward 
simplified routines and skills. 


We must take sufficient time to de- 
velop constructive attitudes which are 
the backbone of morale. None of us ever 
finishes training; we are constantly 
being educated to new viewpoints and 
new conditions. 


Recognition and Security 


Our job is to keep confusion out of 
the minds of our employees, to keep 
them on the “right track” by giving 
them full knowledge of their work in 
order that they may apply their intelli- 
gence to our needs. They must know 
exactly what is expected of them and 
exactly what they may expect of us in 
the way of progress, promotion and re- 
wards. We do have a few tools to help 
us in meeting the situation: 


1. Intelligence and aptitude tests. 
2. Merit ratings. 


Judgment and technical knowl- 
edge of experienced people. 


Coordination of tests with merit rat- 
ings are valuable for use in transfer 
and promotion. For example: If merit 
ratings are on the low side and tests on 
the high side, investigation should be 
made to determine whether or not the 
employee is making full use of his abili- 
ties, and if “on the job” training is be- 
ing carried out effectively. It may also 
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indicate improper placement. If_ tests 
are on the low side and merit ratings 
on the high side, the indications of na- 
tive ability and drive may justify en- 
couraging the individual to take special 
training along educational and business 
lines. Any change in merit ratings, up 
or down, must be justified by the depart- 
ment supervisor and his reasons critic- 
ally considered by the personnel 
director. 


While the employee should know that 
promotions and rewards will follow spe- 
cial talent and ability, it is equally im- 
portant to commend him when he shows 
progress. A sincere “well-done” is a 
powerful stimulus in building good 
morale and enthusiasm. Employees gen- 
erally desire a feeling of security in 
their jobs and freedom from constant 
uncertainty. Management’s strongest 
weapons against these fears are stable, 
profitable employment, pension and 
profit-sharing plans, life insurance, hos- 
pitalization and other needed protec- 
tions or stimulating benefits, and en- 
couragement of the feeling by the em- 
ployee that he is one of the family in 
an organization of which he is justly 
proud. 
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TRUST ADVERTISING 
Through the CAVS 





VER THE YEARS | HAVE NOTICED A 
QO tendency on the part of men of en- 
terprise to believe that very little hap- 
pened in their line of business until 
about the time they entered it. Sharing 
as I did this illusion, I found it re- 
vealing to leaf through the pages of the 
first volume of Trust Companies, as 
Trusts AND EsTATEs was originally 
called. 


It is true that there was considerable 
debate and soul-searching fifty years ago 
as to the propriety of any trust adver- 
tising without a bow in the direction of 
the patron deity, Dignity. But those trust 
institutions which had resolved their 
doubts were already vigorously under 
way. In Cleveland, where advertising 
competition was especially keen, things 
were happening which would be turned 
down, today, as too costly and spectacu- 
lar for a bank . . . except in Texas! 


I offer in evidence these fragments 
of an article by F. R. Fuller,* Manager 
of the Advertising Department, The 
Cleveland Trust Company: 


“Much time was spent in a careful 
compilation of classified mailing lists 
covering the city and its suburbs. 
These lists were alphabetically ar- 
ranged, also geographically. If a 
startling burglary occurred in a cer- 
tain part of the city, this neighbor- 
hood was flooded with circulars the 
following day containing the apt 
headline ‘Burglars Foiled,’ and ex- 
plaining the satisfaction of keeping 
one’s valuables in the safe deposit 
vaults of the Cleveland Trust Com- 


pany.” 
A Matter of Taste 


After describing “effective ads in the 
local papers” and a series of dramatic 
window displays, the Fuller article de- 
scribed what appears to be the origin of 
the explained statement of condition: 

“No publicity originating with the 

Cleveland Trust Company did more to 

establish its claim to successful origi- 


*One of the founders of Fuller & Smith & Ross, 
Inc., nationally known advertising agency. 
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MERRILL ANDERSON 


President, The Merrill Anderson Company, Inc., New York 


nality in advertising than the self- 
explanatory statement of resources 
and liabilities originated by Mr. Tillot- 
son, and since copied all over the 
country. It was designed to be under- 
stood by anyone who could read.” 


The second issue of Trust Companies 
carried a short article by Francis R. 
Morrison, Assistant Secretary, Equitable 
Guarantee & Trust Company, Wilming- 
ton, Delaware, (now Equitable Security 
Trust Company) entitled: “An Effective 
System of Correspondence For Trust 
Companies.” It opens with this timeless 
sentence: “Differences of opinion exist 
among trust company officials as to 
methods of developing business and pub- 
licity.””» Mr. Morrison recommended “the 
system known as “follow-up correspond- 
ence . . . based upon a psychological 
study of human nature.” 


After listing the sources from which a 
mailing list should be made up (not too 
different today) the author continued: 


_ cant say NO 
him. Mother” 


“Cretamy vou ean dear 


We may seem hard to say 


thie time =And if he failed. you 
would wani for the luxenes. the 


A reminder that the quality of art work has 

a tremendous bearing on the effectiveness 

of advertising. (Also, that it is well to give 

the headline one last glance before press- 
time. 





















“In sending out literature, a sten- 
ographer should write each letter 


separately, or else the services of a 


printer who makes a specialty of 
duplicating typewritten letters should 
be obtained; this latter method has 
been perfected so that the average 
person is unable to detect the dupli- 
cation. 


“The officer at the head of the de- 
partment should personally sign the 
letters, the use of fac-simile signa- 
tures by means of a rubber stamp 
being in bad taste. These letters 
should never be sent out as circulars, 
but as first class mail, and in no case 
should carbon copies be used.” 
















Commonplaces — Perennial Bane 







In the fourth issues of Trust Com- 
panies, an article by G. A. Sykes on 
“Judicious Trust Company Advertising,” 
said in part: 


““ 









. . with excellent opportunities 
it is sad to see a huge percentage of 
futile efforts and dreary commonplaces 
eccupying high-priced spaces in dai- 
lies, weeklies and monthlies. 


“For instance, in one morning’s 
paper there were recently five adver- 
tisements for deposit-accounts — five 
stereotyped platitudes .... Even the 
setting up of these advertisements 
was bad, and that with fonts bulging 
with good types longing to show what 
they can do. 














“All of the five announcements were 
on the financial page. Why? They 
were presumably appeals to the gen- 
eral public, and the financial page is 
apt to receive slight attention, except- 
ing from those immediately interested. 
And the people interested in stock and 
produce exchanges usually have all 
their banking matters definitely 
settled.” 


A little later in the article, after call: 
ing for “verbal gems,” Mr. Sykes con 
tinued: “Often ludicrously malapropos 
are the mediums in which financial ad- 
vertisements are seen, and a deaf eat 
must be turned to the importunities of 
the solicitors for undesirable and uw 
suitable publications . . . Crisp peri 
nences in proper channels, followed up 
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Save, Invest, Protect 
with Lite lnsurance 


o~ th 
WOR your own sake—for your family's 
Fl sake, take out Life Insurance. 





























rer Whatever your circumstances you can 

ESTES afford it. Few, in fact, can afford to do 
= without it. 

Life Insurance is a saving—an investment—a 
protection, all in one. 
It forces you to save regularly—to put aside somethii 
for the future, year by year. ei 
Yet you can always borrow a portion of this money 
back from the Insurance Company, should 


the 
arise—some emergency perhaps—or to make the down 
payment on a home. 
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And every dollar you pay out for insurance is a 
you live, die 


ive, 
or sop paying, you or your family will receive the 
full benefit of every penny invested. 


leave your 
ways in which you can make sure that the plans you 
couch Ge chem will be cersiod out even in the event 


of your 

Especially is this true if you create # Life Insurance 
Trust. Such « Trust will ly safeguard your 
insurance —prevent ii through unwise 
investment and i 


So take out Life Insurance. Then let us explain to 
you how a Life Insurance Trust operates, and how 
and why ic brings lasting protection to your family. 


An early example (1925) of trust company 


advocacy of life insurance as a major factor 
in financial protection. 


intelligently, are always profitable, but 
blotters, calendars, paper knives, mir- 
rors, hardware and dry goods are of 
little use. . .” 

Making allowances for differences in 
phrasing which have come about in 
fifty years, it is startling to realize that 
most of these criticisms, protests, and 
problems form the standard menu for 
discussions of advertising when bankers 
and trustmen get together today. 


Voice of the Skeptic 


At the conclusion of Mr. Sykes’ arti- 
cle, the Editor ran this Note: “A number 
of requests have been received .. . to 
maintain a special department for the 
exchange of practical suggestions re- 
garding advertising . . . There is at 
present no branch of practical finance 
in which publicity and advertising oc- 
cupy such a prominent and recognized 
position as among trust companies.” 


By the fifth issue (July) Mr. Morrison 
of Wilmington decided that he had some- 
thing to sell, for he was advertising “The 
Morrison System of Trust Company ad- 
vertising” . . . Price, Prepaid, Five Dol- 
las. This advertisement bore several 
testimonials from unnamed banks. 


But already the voice of the skeptic 
was heard in the council chambers, for 
at the Eighth Annual Assembly of the 
Trust Company Section of the A.B.A., 
0. C. Fuller, President of the Wisconsin 
Trust and Security Co. was saying: 

“I wish I could lay before you some 
unique and simple plan by which 
every trust company, wherever loca- 
ted, could, with little effort, gather 
around it a throng of eager clients 
-... but if any such have been dis- 
covered I have not found them. 


“It may be there are some among 
us who think they have, for I have 
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received from several sources sundry 
offers to sell me certain ready written 
and neatly bound ‘follow up’ systems, 
guaranteed to produce so many thou- 
sand customers within a given number 
of months, at prices varying all the 
way from five to fifty dollars per sys- 
tem.” 
You may sigh, at this point, for the 
good old days. As an advertising man, 
I give them to you. 


Just as trust service itself was at first 
a courageous experiment, a few trust 
companies were now trying out new de- 
partures — some destined to be con- 
tinued, others abandoned. 


The Home Trust Company of Derby, 
Connecticut, ran the usual phrase, 
“Transacts a General Trust Company 
Business,” but continued — 


“REAL ESTATE AND APPRAISAL 
DEPARTMENT 


“We offer our services to Capital- 
ists, Estates, Corporations, Institu- 
tions and Individuals for the Investi- 
gation, Appraisal, Purchase, Sale, 
Care and Management of Real Estate 
of all kinds located in Connecticut. 

“Appraisals and Sale under Order 
of Court. Mortgage Loans Investiga- 
ted. Titles Searched. 


“We make a specialty, through 
competent and reliable Engineers, of 
investigating 


WATER SUPPLY FOR POWER 
AND DOMESTIC USES.” 

The advertisement even wound up, at 

this early date, with “Send for our 

booklets.” Much more characteristic, 
however, was this advertisement: 

Chartered 1822 
Farmers Loan and Trust Company, 

Nos. 16, 18, 20 & 22 William St., N. Y. 
Capital, $1,000,000 
Surplus, 7,000,000 


Seven years later, this advertisement was 








Courtesy of Tide 
“I see the ad was published the way 
we changed it” 





ee. * PR eS, 
Poor SAMUEL PEPYS! 
He had a terrible time with his money 


IKE other men of means of his the search, washing out the carth 

day, Samuel Pepys had turned with a pail and sieve, “just as they 
over his money to a goldsmith for do for dyamonds in other parts of 
safekeeping. Becoming worried of the world, and I am pretty well sat. 
losing it, he had withdrawn a con-  isfied that my loss is not great and 
siderable sum which he sent by his do bless God that it is so well.” 


wife to Brampton in the country. Ray ‘ 

And this is what she did. __ Smile, if you will, at the eroubles 
Relying on the hope thet ait che SUP?’ bat Ge ealtinging of 
by ee one money has always presented 

neighbors would be in church, she  gigicuities, 

and her father buried the money in é 

broad daylight “under the possible 

observation of a hundred pair of 
eyes.” 

Poor Pepys! On heari 
he rushed pell mell to 


Tt is still no easy matter for a man 
to always be sure that his invest- 
ments will maintain their value. 


the news, 
rampton, 
torn with anxiety that the precise 
spot had been forgotten. Arriving 
there at midnight, he “dug up the 
treasure by lantern light, broke the 
box and lost nearly a hundred pieces 
in the dirt.” 

On the following day, he renewed 


Would unbiased investment facts 
help you? This is just what the 
Seaboard —with no securities of its 
own to sell—offers you. We report 
facts without any self-interest 
in the matter. Our unusual facil- 
ities for gathering information 
about securities is a service we are 
glad to extend to all our depositors. 





1925 investment ad of a New York bank, 


still being used, but in each of the four 
corners appeared one of these words: 


Executor 
Administrator 


Trustee 
Guardian 


In the pages of fifty years ago, along 
with many which have been changed by 
merger, we find consistent advertising 
by some of the familiar names in the 
trust field today: Bankers, Guaranty, U. 
S. Trust of New York; Girard of Phila- 
delphia; Mercantile of St. Louis; North. 
ern of Chicago; Old Colony of Boston; 
Hibernia of New Orleans. 


Some Amusing Malaprops 


It is too bad, in a way, that it isn’t 
possible to bring up some of the adver- 
tising lapses that have created amuse- 
ment in the trust field, but it seems that 
there should be a statute of limitations on 
these things: no man should be needled 
forever about the same oversight. 


Because few, if any, will be able to 
associate it with the bank that suffered 
it, it seems fair to mention the case of 
one of the earlier statements of condition 
which departed from the cold figures, 
It was headed, as I recall it, “Let’s Look 
at the Figures” and it was a splendid 
advertisement, with the exception of one 
detail: 


Typographical houses are accustomed 
to “dummy in” zeros for the figures of 
a statement, before these are actually 
known, so that the first proof will gave 
a good visual idea of the final ad. 


In this instance, for some reason, the 
dummy figures were. actually plated and 
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inserted in the newspapers, instead of 
the true figures. The total resources ap- 
peared as “$000,000,000.00,” and every 
other item in the statement consisted of 
a similar string of goose eggs. 


Another story, since the principals 
will never be identified, seems to be 
within bounds: The president of an ex- 
cellent general advertising agency in 
New York was invited by an old college 
playmate, the president of one of the 
large trust companies, to solicit its ad- 
vertising. Consequently, a few days later 
he and his Executive Vice President ap- 
peared at the bank, eager and receptive. 
They were most cordially welcomed, and 
after an hour with the president were 
routed from one department head to an- 
other, so that they might get the com- 
plete story of the institution from the 
men who knew it best. 


After a day very full of trust and 
financial technicalities, the two men 
headed up Wall Street, and as the Execu- 
tive Vice President told me later, this 
conversation followed: 


Agency President: “It’s a wonderful 
institution, isn’t it?” 
V. P.: “It certainly is. Very historical. 


Beautiful quarters. And what a lunch- 
eon!” 


“Fine fellows, I thought, didn’t 
you? Pretty nice of the president to 
invite us in like that, and have his 
department heads give us so much 
time.” 


“Yes, it certainly was. I liked them 
a lot .... Fine people .... They 
want to advertise their trust services, 
I take it.” 


“Ves.” 


They walked on for 
some time. 


The President: “Tell me, 
Bill, did you understand 
what they were talking 
about ?” 


Ve Ps TORS... ae 


President: “Neither did I. 
Let’s not go back there 
again.” 


Our First 
Advertisement 
50 YEARS 


AGO 


Reproduced from 
“The Commercial & 


Financial Chronicle” 


Selling Points 
Then and Now 


In following the devel- 
opment of Trust adver- 
tising copy, it is interest- 
ing to see how certain early selling 
points have become tempered or sub- 
merged. For instance, one of the great 
trust companies of the South — great 
both then and now — published in 1911 
a list of seven carefully phrased disad- 
vantages of appointing an individual as 
Executor, and nine positive advantages 
of the corporate executor. The former, 
of course, would not be used now be- 
cause of code drawn by the Trust Divi- 
sion and the American Bar Association. 


The latter group included: 


(4) “In collecting an estate, with a 
banking and lending department, the 
trust company touches springs of 
favor and fear and often avails when 
the individual cannot. 

(6) “Facilities for creating, judg- 
ing and choosing investments, aided 
by the impersonal character, invisible 
committee and ever ready ‘No.’ ” 


our trust department 


offers you 


e three quarters of a century of experience 


e the prestige of Kentucky’s leading bank 


e a capable staff of trust officers 


¢ on-the-scene service in Kentucky 


CITIZENS 
FIDELITY 


Since 1858... Kentucky's Leading Bank 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL RESERVE SYSTEM 


june 1, 1889 





From 1939 ad of The New York Trust Co. 


It was a fairly general custom for trust 
companies to refer to themselves as 
“permanent” — a term that passed out 
of broad usage about 1930. “We go on 
forever” was one of the early adver- 
tising slogans. 


We note that the early articles (1904- 
1910) on Trust Company advertising, 
dealt largely with savings accounts or 
safe deposit, or were mere recitations 


of “qualified to serve in all fiduciary j 


capacities” — a most enticing approach. 
Such advertising for executorships as 
was done generally bore some such 
lugubrious title as “Standing in Dead 
Men’s Shoes,” a morbidity from which 
fiduciary advertising is still trying to re- 
cover, as it continues to emphasize ser- 
vices for the testator’s family more than 
for the poor fellow who created the estate 
while he is alive. 






























Under the caption “Trust Company 
Advertising That Attracts Business” in 
1912, the following was reproduced as 
an example of one which “not merely 
keeps the name of the institution before 
the public, but has a definite aim and 
brings actual results.” The practice of 
will-writing by banks has been properly 
superseded by the universal policy of 
drafting by the testator’s own attorney. 


A Home-Made Will 


A few days ago two gentlemen 
brought to our Trust Department 
a Will. Judging from a reading of 
the Instrument it had been the 
desire of the Testatrix that certain 
property should be sold and the 
proceeds divided among her chil- 
dren. A defect was discovered at 
once in this home-made Will, 
which requires the expenditure of 
considerable money to adjust. If 
we had drawn this Will (Free of 
Charge) a snug sum could have 
been saved this Estate. 


THE REAL ESTATE TRUST CO. 
Philadelphia 
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Relations With the Bar 


In many states and communities, there 
has been great improvement in under- 
standing between the bar and trust in- 
stitutions in regard to trust advertising. 
Intelligent men who wish each other 
well and realize that they can prosper 
more in harmony than in discord, have 
done much to wipe out old grudges. 


There have been a few breaches of 
good sense and ethics in the writing of 
trust copy. They are likely to happen in 
future, once in a while. Someone capable 
of writing “Come in and let us draw 
your will” is born every minute, and a 
few of this type are sure to go into 
bank advertising, at least briefly. When 
these lapses occur, they can lead to a 
fire of distrust, resentment and legisla- 
tive retaliation. Massachusetts had just 
such an instance; it took a lot of thought 
and effort to iron out the conflict, but 
now, with trust institutions voluntarily 
submitting trust advertising before pub- 
lication to an attorney who reviews it 
with the interests of the bar in mind, 
it seems to be running smoothly. 


A new high was reached in Pennsyl- 
vania in 1948 when the state Bar Asso- 
ciation and the Trust Division of the 
Pennsylvania Bankers Association ‘co- 
operated to sponsor a series of folders 
to be used as statement enclosures — 
urging the reader to have his will drawn 
or revised by his attorney. The effort 
was so successful that it is being re- 
peated this year. (See cut on page 311.) 


If any of us feel a little complacent on 
the subject of relations with the bar, the 
feeling can readily be overcome with a 
single glance sideways at the State of 
Washington, where a bank’s freedom to 
advertise its services as executor is still 
sharply restricted by law; or at New 
Hampshire, where it ‘is not permitted 
to mention executorship in its adver- 
tising at all! 


Since the early days (cf. Dec. 1906 
article in Trust Companies) but particu- 
larly since the ’20s the practice has 
spread of trust company advertisement 
of the important functions of estate at- 
torneys and life underwriters, and more 
recently of accountants. One of the 
classics was that of the Detroit Trust 
Company, shown herewith. 


C.T.F. and Cooperative Publicity 


The Common Trust Fund has always 
n a sensitive area of trust advertising. 
After starting briefly and intermittently, 
it got into motion again and has since 
had a pretty steady flow, though not by 
any means tumultuous. 
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Ablest of Pleaders for Others— 
They Seldom Speak for Themselves 
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Featured by the Detroit Trust Company, some years ago, in their publicity on behalf of eae ye MR 
officer cooperation. The above reproduction is illustrative of one of the finest and most forceful presenta- 
tions by which these two affiliated groups may convey to the public a sense of their protective qualities. 


It is still a general practice for the 
trust institution which inaugurates a 
common trust fund to say, “Now, just 
what is it that we can’t do in adver- 
tising — or can’t we do anything?” 
Then it is likely to assemble what other 
banks of its acquaintance have done, and 
stick rather closely to their pattern. 


I hope that in future, more banks will 
start with a recognition of basic musts 
and must-nots, and will use the common 
trust fund as part of the creative story 
of what they offer in terms of customer- 
benefits, described in customer language. 


TO SERVE YOU 


Briefly, they may not “sell” the fund as 
such; it may simply be mentioned as a 
tool or implement for administering a 
bona fide trust, to attain diversification 
which would not otherwise be possible 
for small funds. 


They may not give figures on appre- 
ciation or yield or growth or other facts 
that would tend to boast or glamorize. 
And they should remember that the 
Federal Reserve Bank of their district 
has jurisdiction over common trust fund 
advertising. Final clearance there will 
protect the bank. While we are hoping, 


IN CANADA 


We are always ready to act as 
Agent to Executors of Estates with 
assets requiring administration or 
transmission anywhere in Canada, 
through our fifteen Branches— 


with Agencies or correspondents 
at many other points. 


Assets under Administration exceed 
$1,150,000,000 


ST. JOHN'S, NFLD. 
CHARLOTTETOWN, P.E.L. 
HALIFAX, N.S. 
SAINT JOHN, N.B. 
QUEBEC, QUE. 
MONTREAL, QUE. 
OTTAWA, ONT. 
TORONTO, ONT, 
LONDON, ONT. 
HAMILTON, ONT. 
WINNIPEG, MAN. 
CALGARY, ALTA. 
EDMONTON, ALTA. 
VANCOUVER, B.C. 
VICTORIA, B.C, 


THE 


ROYAL TRUST 


COMPANY 
OFFICES ACROSS CANADA FROM COAST TO COAST 
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we might as well wish for complete con- 
sistency among the various “Feds” in 
their difficult work of supervision. 


One respect in which there has been 
definite loss of ground is that of broad- 
scale, cooperative education in trust mat- 
ters. From time to time local groups of 
corporate fiduciaries have tried to tell, 
in the newspapers of their city, what 
trust work is and does — to define the 
basic terms and clear up misconcep- 
tions. But for the reasons that plague 
any group advertising program, these 
efforts dried up after a year or two. 


The national magazine advertising 
campaign sponsored by the Trust Divi- 
sion of the A.B.A. in 1921-1922 was an 
important achievement, even though it 
was discontinued. So was the country- 
wide newspaper campaign by 27 trust 
companies in Canada (1932). 


With the immense growth that has 
taken place in the trust field, and the 
increased strength of the Trust Division, 
it may be that the time has come to 
take another look at the possibility of a 
cooperative trust program in national 
magazines like Time, Business Week, 
News-Week, Fortune. It is hard to 
visualize a national campaign on bank- 
ing that would please the average bank 
in South Dakota or Arkansas and the 
“Wall Street” bank. But on the trust 
side, metropolitan and rural institutions, 
large and small, have a common educa- 
tional problem which should make agree- 
ment on “copy” posisble. 


News Angle and Annual Report 


The same interest in news that makes 


Mes. Henrietta EB. Garrett of Philadelphia apparently “put off” 
disposing of her property and when she died 26,000 people rose up 
t0 claim kinship with her, and to demand shares in her $17,000,000 
estate. 
_geties later—the Courts swarded the estate to the heirs of chree first 
cousins (themselves long since dead), most of whom Mrs. Garrett 
had never seen. 

But the sum divided among them was not $17,000,000. Long 
years of litigation, and Federal and Sate taxes, had taken huge bices 


Have YOU put off 
making YOUR Will...? 


If you have—don’t wait any longer! Make an appointment wich 
your lawyer today! 

His help will be not only valuable but essential—whetber yout 
estate is large, small, or of moderate size, a Will drawn without 
a lawyer's advice, in ignorance of legal requirements, may be as 
harmful to your family’s interests as no Will at all. 


News-peg ad by Pennsylvania Company for 
Banking and Trusts, Philadelphia. 


people read newspapers makes them 
read advertisements based on news. 
“Spot” news is not the only kind of 
news that lends itself to timely trust 
publicity — there are the events that 
happen in everyone’s life (or might) 
that will be new experiences for them, 
make them receptive to helpful informa- 
tion with which to meet the situation. 


The “vital statistic” type: births, mar- 
riages, deaths, is always news when it 
happens personally, and banks are us- 
ing newsletters, direct-mail and ads to 
impress the usefulness of trust services 
when such occurrences arise. A recent 
example is reproduced herewith. 


Though many banks still overlook the 
opportunity, the president’s annual re- 
port is being used increasingly as a 


Estate settlement problems 


Beneficiaries 


Real Estate Holdings 


in Rhode Island? 


Financial Interests 
Estate Creditors 


Call on New England’s oldest trust company for competent, 
cooperative assistance with any fiduciary matter. 


sao Lane 
Hospitat Trust ComPANY 


HEAD OFFICE 15 WESTMINSTER ST., PROVIDENCE If, R. I. 


means of driving home the trust message 
to a group of the bank’s very best trust 
prospects — its owners. Girard Trust 
Corn Exchange, for instance, devoted a 
page to Estate Planning in its 1952 an. 
nual report, with the headline: “Father 
Leaves Million Dollar Estate; Poor 
Planning Penalizes Daughter $29,000.” 


The Fort Worth (Texas) National 
Bank uses its annual reports most ef. 
fectively, as indicated by this excerpt: 
“To provide a more understandable pic. 
ture of the Trust Department’s activities, 
the charts reflect the general types of 
property and investments held in various 
accounts, the diversification of invest- 
ments in our Common Trust Fund, and 
in a broad sense, show who our Trust 
Department customers are and how we 
serve them.” 


Firsts and Other Highlights 
in the Art 


Subject to correction, it appears that 
these are among the “firsts” in trust ad- 
vertising: 

First man to “send out the trust 
company message” by radio: 
Smyers of Pittsburgh, on the evening 
before “Make A Will Day,” 1922. 


First Trust TV Show: by The 
Pennsylvania Company, as part of 
its series called “Court Is In Session,” 


showing real life trial procedures 
(1950). 


First moving picture on will mak- 
ing: MGM’s film, “Your Last Act,” 
— part of John Nesbitt’s Passing 
Parade series (1941); dramatized the 
stories behind some of the most un- 
usual wills ever probated. 


Other highlights in the history of 
trust advertising can be catalogued as 
follows: 


1. The historical advertising of 
The Bank of New York around 1930 
— outstanding because of the colorful 
part which the bank had played in 
making the City’s early history, and 
because of the outstanding drawings 
of young Frederic Freeman, now one 
of America’s top illustrators. 


2. The pioneer work of the Purse 
Company in starting hundreds of trust 
departments in the habit of regular 
direct mail advertising. 


3. The trust slogan which Central 
Trust Company of New York, and 
later Central Hanover, used con- 
sistently in the years when banks were 
underwriters and dealers of securities: 
“No Securities For Sale.” 


4. The trust campaigns of Chicago 
Title and Trust Company, distin- 
guished for years by their “modern” 
treatment ... changing as the mean- 
ing of the term changed, but con- 
sistently exploring new techniques of 
layout and illustration. 


5. The excellent trust institution 
which ran a full page newspaper ad- 
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vertisement years ago to announce 
that every member of the board of 
directors had named the trust com- 
pany their executor .. . only to find, 
shortly afterward, that a number of 
them changed their wills and named 
other executors, due to pressures 
which were set up by the ad. 


6. The success of Judge Roseberry 
of Security-First National Bank of 
Los Angeles, in impressing the public 
with the theme, “If You Have $1000, 
You Have An Estate.” The large vol- 
ume of substantial estates which came 
to the bank as a result of the program 
influenced the thinking of trust insti- 
tutions all over the country. 


7. The tremendous increase, in re- 
cent years, of the periodical as a 
means of trust advertising — featur- 
ing news of tax, trust and estate 
matters — education replacing to a 
large extent the need for it in sales- 
manship. 

8. The growing realization of the 
power of good illustrations as a means 
of getting attention and increasing 
readership. The parallel realization 
that most of the language that appeals 
to the average trust officer as being 
good trust talk is bad advertising, 
simply because the public does not un- 
derstand it. 

9. The growing importance of wo- 
men as prospects for trust advertising. 


10. The recent increase in adver- 
tising of pension and profit-sharing 
trusts — chiefly through periodicals 
or bulletins, giving current news of 
plans, regulations and legislation. 


11. The use of light, humorous 
drawings which got its real start 
among banks in Philadelphia and 
fanned out from there to other cities. 
These have proved very effective in 
advertising for personal loans, sav- 
ings and other mass services. For the 
trust department, I would still say: 
Use humor cautiously and sparingly. 
Better a touch of irony or quiet wit 
than the guffaw. 


Reincarnation and the Future 


I have found it extremely interesting 
to uncover old slogans and see how they 
have been refurbished and put to use 
again. For a decade or two, Bankers 
Trust used the biblical phrase “A Tower 
of Strength,” with distinguished pictures 
of its building. Only this year a bank 
in Brooklyn used the same slogan with 
apicture of its building. Fifty years ago 
a trust company in Los Angeles was us- 
ing the slogan, “A Bank For Every- 
body.” Today, a trust company in New 
York uses “Everybody’s Bank,” and it 
has been picked up by a score of banks 
in other cities. No slogan could have a 
more laudable objective than the weary 
old phrase “The Friendly Bank;” there 
seems to be a growing realization that 
the public does not take it at face value. 


The future of trust advertising is of 
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Cover of folder prepared by Pennsylvania 
Bar and Bankers Associations. 
course more important to all of us than 
its past. It seems to me that the Common 
Trust Fund, and the trend in banking, 
clearly set the course toward broadening 

the base. 


The billions now being administered 
in pension and profit sharing funds have 
created a new and important group of 
beneficiaries. Who will take care of their 
investments? The Jenkins-Keogh Bill, if 
enacted, has large implications, which 
the insurance companies are perhaps 
more keenly aware of than most trust 
institutions. The recent scandals in con- 
nection with labor union pension funds 
suggest that a good trust company is 
badly needed by hundreds of unions. 


In closing, I should like to take one 
more glance with you at the first volume 


CHARTERED BY 


of this magazine, fifty years ago: 
The July issue carried an article headed 
“Trust Company and Financial Adver- 
tising” by William S. Power of Pitts- 
burg (which at that time had not adopt- 
ed the “h” in its name). He wrote: 
“There has been an evolution in 
banking practice during the last ten 
years or so. There was a time, within 
easy memory of even younger bankers, 
when the bank was a place to be 
looked upon with a sort of awesome 
reverence by the common people... 
If by any chance it became necessary 
to invade the inner sanctum of cashier 
or president, it was done with a feel- 
ing very much akin to heart failure. 


“Within the last decade all this has 
been changed. The people have been 
educated as to the purposes and pos- 
sibilities of the bank. They speak of 
it now as ‘my bank’ and transact their 
business with it with the same degree 
of freedom and intelligence that mark 
their dealings with their favorite de- 
partment store ... and these changes 
have been brought about primarily by 
bank advertising.” 

It is fascinating to see this same note 
recur continuously in all of the years 
that have followed: “People used to 
stand in awe of us until just a few years 
ago, but now everything is friendly, in- 
formal and harmonious.” It will still 
be said, I believe, in 1970. In other 
words, there’s something about the very 
nature of bank and trust work which 
breeds reserve on the part of one who 
has the duty of conserving funds and 
creates a feeling of awe or apprehension 
on the part of the general public. The 
struggle to break down the barriers and 
build understanding is an endless one. 

Back to work! 
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Ye Beginnings of Crust Companies 


Study of Early Records in the United States 


ITHIN THE SPAN OF TWO DECADES, 

1820 to 1840, lie the beginnings 
of trust company service in the United 
States. Before 1820 the nearest approach 
to trust company service as we know it 
was made by the Massachusetts Hospital 
Life Insurance Co. of Boston, chartered 
February 24, 1818, and empowered “to 
make all kinds of contracts in which 
the casualties of life and interest of 
money-are principally involved; and to 
make, execute and perfect such and so 
many contracts, bargains, agreements, 
policies, and other instruments as shall 
or may be necessary, and as the nature 
of the case shall or may require.”! The 
power to make contracts was construed 
as power to accept trusts, which inter- 
pretation was confirmed by the Legisla- 
ture of Massachusetts five years later 
in amending its charter to authorize the 
company “to invest all monies held by 
them for purchase of annuities, or in 
trust for and during the lives of any 
person or persons.” 


The trusts accepted, however, were 
not trusts in any proper sense of the 
word but were scarcely more than time 
deposits. The creator of the “trust” de- 
posited his funds with the company 
under an agreement, and the company 
paid the beneficiaries, not the income 
from that particular fund, but their 
share of the income from all the funds 
of the company. 


*Reprinted in part from the 25th Anniversary 
issue, when this magazine was titled “Trust Com- 
panies.”” The author was, until recently, Director 
of the Trust Research Department of the Graduate 
School of Banking, and prior to that, vice-presi- 
dent and trust officer of the Equitable Trust Com- 
pany (now Equitable Security Trust Company) of 
Wilmington, Del. 


1Laws of Mass., 1817, Ch. 180. 
*Laws of Mass., 1823, Ch. 34. 
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Early Legislative Grants 


This use or misuse of the word “trust” 


persists throughout this period. On De- 
cember 31, 1824, the Legislature of New 
Jersey chartered the Morris Canal and 
Banking Company and authorized it to 
receive and execute trusts.* Twelve years 
later a report of the legislature reveals 
the motives that had actuated it and 
other legislatures as well in creating 
“trust companies.” 


“As far as the public generally is 
concerned, the power of dealing in 
trusts and of borrowing money and, 
indeed, of dealing in exchange, are 
the most important of those conferred 
by the present charter (that of the 
Morris Canal and Banking Co.) By 
these means, more perhaps, than by 
any other, capital from a distance is 
invited to, and employed at home, and 
powerfully invigorates local industry. 
By authorizing companies entrusted 
with similar powers other states have 
favored this policy, and are now reap- 
ing the advantages.” (Proceedings of 
the New Jersey General Assembly, 
1835 pp. 259.) 


SCharter Laws of N. J., 1824, pp. 169-70. 


GILBERT T. STEPHENSON 


In 1836 the Legislature of New Jer. 
sey received the favorable report of a 
committee to consider granting a charter 
to the New Jersey Trust and Commis. 
sion Co. in which the following reasons 
were offered for encouraging the organ- 
ization of “trust companies.” 


“One great object to be answered 
by them is the inducement held out 
by them to the investment of foreign 
capital. In Europe, interest is so low 
at this time, not more than three to 
four per cent in Holland and some 
other countries of great wealth upon 
the continent, that European capital- 
ists seek, and gladly embrace an 
opportunity for a safe investment in 
this country, upon an interest of five 
or at most six per cent. These trust 
companies are a great inducement to 
send their capital to this country to 
be managed as trustees for the em- 
ployment of it. *** Standing between 
the two most powerful and wealthy 
states in the Union, it is our duty to 
pursue every measure calculated to 
aid our own citizens, and to call forth 
our own resources. *** Foreign capi- 
tal, placed in trust companies in New 
York and Philadelphia, is now lent 
and advanced to our manufacturers 
and agriculturists, and the whole 
profit arising from the management 
of that capital, is drawn from us to 
enrich our neighbors.” (Assembly 
Journal of New Jersey, 1836, pp. 
466-7.) 


In 1830 a special committee of the 
Legislature of New York, in recom- 
mending the grant of a charter to the 
New York Life Insurance and Trust Co., 
said, “Savings banks are intended for 
the reception of small sums and refuse 
any other. The present institution is in- 
tended to begin where savings banks 
leave off, and to take the charge and 
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care of any amount which may be en- 
trusted to them.” 


These and similar legislative charters 
of “trust companies” and legislative re- 

rts on “trust company” activities be- 
tween 1818 and, say, 1836, have led 
James G. Smith of Princeton University 
to the conclusion that these early 
“trusts” were closely akin to if not the 
same in principle as our present-day in- 
vestment trusts. “The credit is usually 
given to England and the Continent for 
having originated the investment trust 
idea,” he says; “but it is here clearly 
indicated that the idea was thriving in 
the United States several decades before 
it is recorded to have been introduced 
on the other side of the Atlantic.”® 















The words “trust company” and 
“trust” had very differentt connotations 
in 1829 from what they have in 1929, 
let us not be confused, then, by these 
early references to “trust companies” 


of a Bf and “trusts.” 
arter 
:mis- Grant of Charter 


sons Between 1820 and 1840 the following 


Jer- 


‘8an- & trust companies or corporations author- 
ied to execute trusts were chartered: 

_ 1818 Massachusetts Hospital Life Insur- 

a ance Co., Boston. 

reign 1822 Farmers Fire Insurance and Loan 

. low Co., New York. 

a 1824 Morris Canal and Banking Co., New 

” Jersey. 

upon 

yital- The Life and Fire Insurance Co., 

» an New York. 


ah 1827 Newark (N.J.) Savings Fund Assn. 
ve 
trust 1830 New York Life Insurance and Trust 


nt to Co. 
‘y to 1833 Connecticut Life and Trust Co. 


Ps 1834 Ohio Life Insurance and Trust Co. 
althy American Life Insurance and Trust 
ty to Co., Baltimore. 
d to 1835 Georgia Insurance and Trust Co. 
forth 
capi- Southern Life Insurance and Trust 
New Co., Florida. 
lent Alabama Life Insurance and Trust 
arers Ce 
vhole , 
ment 1836 Girard Life, Trust and Annuity Co., 
is to Pennsylvania. 
mbly Charleston (S.C.) Insurance and 
pp. Trust Co. 
Savannah (Ga.) Insurance and Trust 

- the Co. 
com: Oglethorpe (Ga.) Insurance and 
» the Trust Co. 
Co., a 


1 for ‘Legislative Documents of the Senate and As- 
0 sembly of New York, 1830, Vol. 11, Doc. No. 84, 
efuse Dp. 3-7. 

s ine B ‘James G. Smith, Trust Companies in the United 
F “tates, 1928, pp. 244-45. All the quotations in this 
yanks article of legislative references to “trust compa- 
d nies” are from Mr. Smith’s book and not from the 
and § documents themselves. Ibid., pp. 239-282. 
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Western Insurance and Trust Co. of Globe Life, Trust and Annuity Co., 
Columbia (Ga.) Pennsylvania. 
1837 Fairfield Loan and Trust Co., Con- Union Insurance and Trust Co., 
nentiont: South Carolina. 
1838 Philadelphia Life Insurance and meee: rar Life Insurance ‘und 
Trust Co. c 
1839 United States Trust and Banking Co., 
North American Trust and Banking New York. 
Co., New York. 
oy geticcyy Howard (N.Y.) Trust and Banking 
City Trust and Banking Co., New Co. 
York. Farmers’ Bank and Trust Co., New 
Lockport (N.Y.) Trust and Banking York State. 
Co. Rochester (N.Y.) Trust and Banking 
Erie (N.Y.) Canal Trust and Bank- Co. 
ing Co. Trust and Banking Co. of Buffalo. 


Will You Regret This? 


midwest bank began using Purse service 

in 1953. The vice president writes: “The 
first mailing to 250 persons brought 114 re- 
quests for our master booklet ... We have 
received 3 wills from persons on our list... 
A lawyer tells me he has drawn 6 wills nam- 
ing us... Naturally we are pleased... Our 
one regret is that we did not come to you 
sooner.” 


Why have the same regret? Why use 
trust advertising that does not PROVE its 
worth? A modest investment in Purse service 
should be very profitable for your bank. 
Write now for details, without obligation. 


THe Purse CoMpPpany 
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Of these 31 companies three only — 
the Farmers’ Fire Insurance and Loan 
Co. and the New York Life Insurance 
and Trust Co. of New York and the 
Girard Life Insurance, Trust and An- 
nuity Company of Philadelphia — have 
survived by any name and not one of 
these by the name under which it was 
chartered. 


It may be assumed in most cases that 
the grant of trust powers was contem- 
poraneous with the grant of the charter, 
itself; but this was not true in all cases. 


Scope of Powers 


The grant of trust powers in these 
early charters is rather general. The 
Farmers’ Fire Insurance and Loan Co. 
(1822), for instance, was authorized 
“to receive, take, possess, and stand 
seized of any and all property that may 
be conveyed to them in trust, and to exe- 
cute any and all such trust or trusts in 
their corporate capacity and name in the 
same manner, and to the same extent 
as any other trustee or trustees might 
or could lawfully do.” 


The only fiduciary capacity men- 
tioned in this charter is that of trustee. 
Did the powers here granted, in fact, 
embrace those of executor, administra- 
tor, guardian, and the like? That these 
other capacities are not mentioned 
would indicate that they were not in the 
mind of either the incorporators or the 
legislators at the time. But an advertise- 
ment of the Farmers’ Fire Insurance and 
Loan Co. on August 6, 1822, refers to 
the advantage of a company over “in- 
dividual executors or other trustees,” 
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Correspond directly with Trust Department 


Wells Fargo Bank 
& Union Trust Co. 


SAN FRANCISCO 20 + Established 1852 


showing that even then executorships 
were not altogether out of mind. They 
were, perhaps, exercised later without 
the question being raised. 


‘ When the Pennsylvania Company for 
Insurances on Lives and Granting An- 
nuities in 1836 secured the amendment 
to its charter of 1812 granting it trust 
powers, the grant was more specific. It 
was authorized and empowered, 


“to accept and receive moneys or 
other property, real or personal, in 
trust; to accumulate the interest or 
income thereof, at such rates and in 
such manner as may be agreed on, 
or to allow and pay such interest or 
income therefore and thereon, as may 
be stipulated and agreed on between 
the parties, not exceeding the legal 
rate of interest; and also to accept 
and execute trusts of any and every 
description which may be committed 
or transferred, with their consent, to 
them by any person or persons what- 
ever, bodies corporate or politic, or 
by any court of the United States or 
of the commonwealth of Pennsyl- 
vania.” 


Later in the act reference is made to the 
company’s acting as “trustee,” “as- 
signee,” “guardian of any minor,” 
“committee of a lunatic,” “receiver.” 
But nowhere in the act is there mention 
of the company’s acting as “executor” 
or “administrator.” Yet it is recorded in 
the history of the company that it was 
authorized by the acts of 1836, 1853, 
and 1870 to “accept and execute trusts 
of every description,” and to be “ap- 
pointed trustee, assignee, guardian, com- 
mittee, receiver, executor or administra- 
tor,” which indicates that these grants 















Other “Beginnings” 


It is an interesting coincidence that 
another Stephenson — Eugene J. ~ 
wrote in the first volume of Trust 
Companies (Aug. 1904, p. 601) an 
article on “Early History and Growth 
of Trust Companies.” That article 
points out that the United States 
Trust Company of New York was the 
first trust company granted a charter 
to engage exclusively in trust busi- 
ness, This was in 1858, following the 
period covered by Mr. Gilbert Stephen- 
son’s review. 





of general trust powers were construed 
to embrace all the usual personal trust 
services. 


“Trust” in Name of Company 


Most of the companies authorized to 
render trust service from the beginning 
had the word “trust” as a part of their 
name; some added it later; others never 
have. 


The Pennsylvania Company for In- 


surances on Lives and Granting Annui- 
ties in 1929 was still going by the name 


that was given to it at the meeting of J 


“Business men and men of capital who 
purposed to form a corporation for the 
insurance of lives and the granting of 
annuities” held in the Merchants’ Coffee 
House and Exchange at the corner of 
Second and Gold Streets in Philadelphia 
in December, 1809.® 


The Farmers’ Fire Insurance and 
Loan Co., originally chartered on Feb- 
ruary 28, 1822, received its trust powers 
through an amendment to its charter on 
April 16, 1822.7 In 1834 it tried to have 
its name changed to The New York Life 
Insurance and Loan Company, to give 
up its fire insurance business so as to 
concentrate upon its trust business, but 
the Legislature declined the petition, 
apparently because it did not approve 
the method of having the directors 
chosen by the stockholders instead of 
having the board fill its own vacancies 
and thereby give assurance to continu- 
ity of policy.8 But in 1836 when it 
applied for a renewal of its charter, its 
name was changed to Farmers’ Loan 
and Trust Co., by which it still was 
known in 1929. 


In 1830 The New York Life Insur- 
ance and Trust Co. obtained its charter 
from the Legislature of New York upon 


*Harrison S. Morris, A Sketch of The Pennsyl- 
vania Company for Insurance on Lives and Grant 
ing Annuities, 1896, pp. 8-9. 

TSenate Journal of New York, 1822, pp. 1059-60, 
1109; Laws of New York, 1822, Ch. 50. 

8Assembly Journal of New York, 1834, pp. 121-2; 
New York Assembly Documents 1834, Vol. 1, Doc. 
No. 40. 


TRUSTS AND ESTATES 


¥ 


the 

mit 
eral 
wit! 
esta 
date 
nan 


Con 


Inst 
of | 
islat 
chai 
thos 
pan’ 
ing 

Gira 
busi 
and 


of th 
vice 

foun 
of tr 
only 

powe 
recor 


On 
study 
of th 
hegir 
est b, 
out ¢ 
later 
comp 
eithe: 
throu 
back 
rangi 
chart 
Servic 
hary 
most 
caree 
Powe! 
or th 
only | 


*Legi 
bly of | 


Marc 





trued 
trust 


ny 

ed to 
ining 
their 
never 


r In- 
nnui- 
name 


ig of | 


who 
r the 
ig of 
offee 
er of 


Iphia 


and 
Feb- 
ywers 
er on 
have 
- Life 
give 
as to 
, but 
ition, 
prove 
ctors 
id of 
ncies 
\tinu- 
on it 
r, its 
Loan 
was 


nsul- 
arter 
upon 


nnsyl- 
Grant- 


159-60, 


121-2; 
|, Doc, 


‘ATES 


the recommendation of a special com- 
mittee to study trust companies in gen- 
eral.° The Company was later merged 
with the Bank of New York, which was 
established in 1784, and the consoli- 
dated institution in 1929 went by the 
name of Bank of New York and Trust 
Company. 


On March 17, 1836, the Girard Life 
Insurance, Annuity, and Trust Company 
of Philadelphia received from the Leg- 
islature of Pennsylvania a _ perpetual 
charter with trust powers similar to 
those granted The Pennsylvania Com- 
pany for Insurance on Lives and Grant- 
ing Annuities at the same session. The 
Girard later gave up its life insurance 
business in favor of its trust business 
and shortened its name to Girard Trust 


Co. 


From this it is to be seen that of the 
four trust companies still surviving that 
came into being prior to 1840, two had 
“trust” in their name from the begin- 
ning, one put it in later, and one had 
not put it in up to 1929, most of the 
so-called trust companies chartered dur- 
ing that period passed off the boards 
without having left any record of hav- 
ing ever sought or executed any trusts. 


Early Exercise of 
Trust Powers 


But we have not yet reached the heart 
of the beginnings of trust company ser- 
vice in the United States. That is to be 
found, not in charter dates or grants 
of trust powers or corporate titles, but 


f only in the actual exercise of trust 


powers. On this last point, it seems, the 
record is still very incomplete. 


One of the amazing features of this 
study is the interval between the ‘date 
of the charter and the date of actual 
beginning of trust business by the old- 
est banks and trust companies. Leaving 
out of account the companies that will 
later be mentioned by name, eleven trust 
companies that trace their ancestry 
either in direct line or, indirectly, 
through consolidations and mergers 
back to 1840 and before had intervals 
ranging from 70 to 106 years between 
charter date and date of first trust 
service. The reason why these extraordi- 
nary intervals exist is, of course, that 
most of these institutions began their 
careers as banks and took on trust 
powers, through amendments to charter 
or through consolidations or mergers, 
only much later in life. 

e—— 


‘Legislative Documents of the Senate and Assem- 


bly of New York, 1830, Vol. 11, No. 84, pp. 3-7. 
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The Four Pioneers 


The distinction of having actually be- 
gun trust company service in the United 
States, as the records now reveal, is 
shared by four companies, two in New 
York and two in Philadelphia, . the 
Farmers’ Loan and Trust Co. (now 
City Bank Farmers Trust Co.) and the 
Bank of New York and Trust Co. (now 
Bank of New York) in New York, and 
the Girard Trust Co. (now the Girard 
Trust Corn Exchange Bank) and the 
Pennsylvania Company for Insurances 
on Lives and Granting Annuities (now 
The Pennsylvania Company for Bank- 
ing and Trusts) in Philadelphia. 


Eliminating the type of trust initiated 
by the Massachusetts Hospital Life In- 
surance Co. in 1818 which, no doubt, 
antedates all other kinds of corporate 
trust service but which, as we have al- 
ready said, is investment trust service 
rather than the kind of trust service we 
have under consideration, we find that 
the Bank of New York, while operating 
as the New York Life Insurance and 
Trust Co., received the first agency, the 
first guardianship and, perhaps, the first 
trusteeship. They all were received in 
1831. We say “perhaps” as to the trus- 
teeship because we have no knowledge 
as to whether this was an investment 
trust or some type of personal trust — 
testamentary or living. 


The date of beginning of the actual 
exercise of trust powers, other than 
those in the nature of investment trusts, 
by the City Bank Farmers Trust Co., 
is not quite clear. At a meeting of the 


board of directors on July 19, 1822, the 


appointment of a trust committee was 
directed, consisting of the president and 
six directors, whose duty it should be to 
superintend and agree to the acceptance 
and execution of all trusts proposed to 
the company. The records further show 
that the appointment of such a commit- 
tee was made in subsequent years. One 
of the vice presidents of the company 
says, “We find that we have trusts prior 
to the year 1836, but inasmuch as the 
records are incomplete, it will not be 
possible to furnish you with any de- 
tailed information;” but he does not 
state the nature of the trusts that his 
company had before 1836. The records, 
however, do show that on December 10, 
1834, the president reported that by 
advice of the committee he had accepted 
a trust from the Mohawk Railroad Com- 
pany and received a mortgage of their 
property to secure the payment of cer- 
tain bonds. 


James G. Smith says,’ 


“The earliest trust on record by the 
Farmers’ Loan and Trust Co. (City 
Bank Farmers Trust Co.) was from 
a railroad company, although it was 
not a corporate trust in the modern 
sense. On July 1, 1835, certain certifi- 
cates were issued by the Long Island 
Railroad Company for a total par 
value of $100,000. These funds were 
received by the Farmers’ Loan and 
Trust Company from John Delafield, 
treasurer of the Long Island Railroad 


10Smith’s Trust Companies in the United States, 
p. 275. And Henry Wysham Lanier in his Century 
of Banking in New York, 1822-1922 (p. 301) cites 
this as one of the early trusts of the Farmers’ 
Fire Insurance and Loan Co. So, apparently, we 
do not yet have the date of the first personal trust 
received by this company. 
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Company, and were to be held in trust 
for the account of the said company, 
payable in three months, or to be 
continued to such further periods as 
said treasurer might determine, with 
interest at the rate of 4% per cent 
per annum.” 
And Henry Wysham Lanier in his Cent- 
ury of Banking in New York, 1822-1922 
(p. 301) cites this as one of the early 
trusts of the Farmers’ Fire Insurance 
and Loan Co. So, apparently, we do 
not yet have the date of the first personal 
trust received by this company. 


Inception of Trust Business in 


Philadelphia 


The Girard Trust Corn Exchange 
Bank, then the Girard Life Insurance, 
Annuity and Trust Co. of Philadelphia, 
received its first notice of a trust under 
a will on December 21, 1836, just seven 
months after the company was chartered. 
The will appointed the Girard trustee of 
a piece of real estate to pay the income 
to the decedent’s daughter when she 
should reach the age of 21 years, and 
the trustee received the first rent on 
October 1, 1837. The company received 
its first appointment as guardian of a 
minor on July 10, 1837, and its first 
item of cash under the guardianship was 
on August 23rd following its first 
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appointment as administrator with the 
will annexed was on June 28, 1838, and 
its first appointment as executor on 
June 17, 1839. This is the first reference 
we have found to actual appointment as 
administrator or executor. 


The Pennsylvania Company for Bank- 
ing and Trusts though chartered March 
10, 1812, received its trust powers on 
February 26, 1836, and apparently 
waited two years longer before enter- 
ing actively upon its long and distingu- 
ished career as a trust company. Said 
its president in 1912: 

“The first trust estate which is 
noted in our records came over two 
years after our powers were thus 
enlarged, on June 15, 1838, when we 
were appointed by the Supreme Court 
of Pennsylvania Trustee of the estate 
of Allen Armstrong, and as such trus- 
tee entered upon the care and man- 
agement of two properties at No. 5 
and No. 5% North Second street and 
one ground rent of 12 pounds per 
annum. The first record we have of a 
trust of personal property occurred 
on October 2, 1838, when a William 
T. Altree, of Pittsburgh, deposited 
$460 with us, in trust, to be with- 
drawn at his will.” 

The Altree trust is apparently in the 
nature of an investment trust. 


So the period of beginnings closes 
with a comparatively large number of 
trust companies so-called that never did 
and never were incorporated to do trust 
business as we understand it; with at 
least four companies already engaged 
in trust business proper; with trust 
companies actually exercising trust 
powers as executors, administrators, 
guardians, testamentary trustees, and 
trustees under living trust agreements. 


**Firsts”’ 


The first company, that is still doing 
trust business, to receive its charter is 
the Pennsylvania Company for Banking 
and Trusts, chartered March 10, 1812. 


The: WasHINGTO 


The first company that is still in exist. 
ence and doing trust business, to receive 
definite trust powers from the state is 
the City Bank Farmers Co. of New York, 
empowered April 16, 1822. 


The first company to have “trust” as 
a part of its corporate title is the Bank 
of New York, chartered as the New 
York Life Insurance and Trust Co. in 
1830. 


The first company to receive a guard- 
ianship is Bank of New York in 1831. 


The first company to receive a testa- 
mentary trusteeship is the Girard Trust 
Corn Exchange Bank, December 21, 
1836. 


The first company to receive appoint- 
ment as administrator with the will 
annexed is the Girard Trust Corn Ex- 
change Bank, July 28, 1838. 


The first company to receive appoint- 
ment as executor under a will is also 
the Girard Trust Corn Exchange Bank, 
June 17, 1839. 


There are many other “firsts” but they 


came after 1840 which is the end of the j 


period we are studying. 


In conclusion, let it be said that, while 
trust company service was, perhaps, 
originally thought of and designed for 
what we now understand as investment 
trust service, the needs of trust company 
service proper — executorships, admin- 
istratorships, guardianships, living trus- 
teeships — were understood in a limited 
way, and in practice, to a limited extent 
only in New York and Philadelphia by 
1840. By that time the trust company 
idea proper had been conceived; but it 
took another fifty years, at least, to 
bring it even to youth’s estate and, we 
confidently believe, it has not yet any- 
where nearly reached the full stature of 
maturity. Trust company service is in 
the vigor of youth with its best years of 
good to human-kind still ahead. 


IN) LoANANIOTR UST COMPANY. MPANY/ 


Established 1889 


In the Nation’s Capital 


900 F St. N.W. 


17th & G Sts. N.W. 


With experience of 65 years in 
PERSONAL AND CORPORATE TRUST SERVICE 


Welcomes opportunities to serve you 
and invites your inquiry 


Atrrep H. Lawson, President 


Member Federal Deposit Insurance Corp. 


Federal Reserve System 
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OLDEST EXISTING TRUST INSTITUTIONS; 


Ala. Robertson Banking Co., Demopolis : 1870* 
Ariz. Valley National Bank of Phoenix * ake 
Ark. Union National Bank of Little Rock - f eee 
Cal. Wells Fargo & Union Trust Co., San Francisco — _. 1893 
Col. International Trust Co., Denver aod focqek- 
Conn. Hartford-Connecticut Trust Co., Hartford : ale 
Del. Equitable Security Trust Co., Wilmington ; 1885 
D.C. Washington Loan & Trust Co., Washington : _ 1889 
Fla. Florida National Bank of Jacksonville sa 1905 
Ga. Savannah Bank & Trust Co., Savannah 1869 
Hawaii Hawaiian Trust Co., Honolulu 1898 
Ida. First Trust & Savings Bank, Moscow 1905 
Ill. Continental Illinois National Bank & Trust Co. of Chicago 1857 
Ind. Merchants National Bank of Indianapolis 1893* 
la. Farmers Loan & Trust Co., Sioux City 1873 
Kan. National Bank of Topeka 1906 
Ky. Citizens Fidelity Bank & Trust Co., Louisville 1882 
La. Whitney National Bank of New Orleans Ae 1905 
Me. Bar Harbor Banking & Trust Co., Bar Harbor ovdiasliinasiieed = 
Md. Mercantile Safe Deposit & Trust Co. of Baltimore 1876* 
Mass. Massachusetts Hospital Life Insurance Co., Boston ; : 1823* 
Mich. Michigan Trust Co., Grand Rapids ee 1889 
Minn. Northwestern National Bank of Minneapolis ; _. 18838 
Miss. The Bank of Tupelo, Tupelo 1904* 
Mo. St. Louis Union Trust Co., St. Louis 1889 
Mont. Union Bank & Trust Co., Helena os 1898 
Neb. Durland Trust Co., Norfolk ; : _. “3802 
Nev. First National Bank of Nevada, Reno ————— 
| N.H. Portsmouth Trust & Guarantee Co., Portsmouth . ear 
N.J Camden Trust Co., Camden silt, eo 
N.M. First National Bank, Santa Fe erent 1919 
N. Y. City Bank Farmers Trust Co., New York - cae es) ae 
N.C. Wilmington Savings & Trust Co., Wilmington Dhicccpadiaeicuntalueniced a a 
N. D. Northwestern Trust Co., Grand Forks ssstwasiee can 
Ohio Central Trust Co., Cincinnati ; igchdegs” Ge 
Okla. First National Bank & Trust Co., Muskogee ' toes ies 
Ore. Portland Trust Bank, Portland _ = ~ 
Pa. Pennsylvania Company for Banking and Trusts, Philadelphia 1836* 
R. I. Rhode Island Hospital Trust Co., Providence 1867 
8. C. South Carolina National Bank, Charleston 1917* 
S. D. Commercial Trust & Savings Bank, Mitchell : 1897 
Tenn. Nashville Trust Co., Nashville ; 1889 
Texas Houston Bank & Trust Co., Houston _ 1875 
Utah Zion Savings Bank & Trust Co., Salt Lake City 1888 
Vt. Waterbury Savings Bank & Trust Co., Waterbury 1855 
Va. Lynchburg Trust & Savings Bank, Lynchburg - 1890* 
Wash. Seattle-First National Bank, Seattle ae _ 1890 
W.Va. Wheeling Dollar Savings & Trust Co., Wheeling 1889 
Wis. Union Trust Co., Madison : cena .. 1890 
Wyo. First National Bank, Kemmerer ; 1915 


*Based on research by Gilbert T. Stephenson, formerly Director, Trust Research Senet, The 
Graduate School of Banking, American Bankers Association, and the Staff of Trusts and Estates 
*Date of trust powers. 
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Ancient Precedents for 
Modern Wills 


“Tacitus writes of the Teutonic tribes 
of his own days (Gauls, Burgundians and 
Goths) ‘A person’s own children are his 
heirs and successors and no wills are 
made. If there are no children, the next 
in order of inheritance are brother, 
fraternal and natural uncle.’ This is 
significant in view of the fact that these 
Teutonic tribes are the only known peo- 
ple who did not at any early stage de- 
velop at least some tangible form of 
verbal will. 


“(Among the Romans) After Justin- 
ian, only written wills were legal and 
were called Praetorian Wills, seven wit- 
nesses were required to sign, and seven 
other witnesses to seal the document. 

“A certain Roman father was immedi- 
ately placed under guardian as a lunatic 
when he attempted to disinherit his is- 
G8 a2 

“During the reign of Awaninau, King 
of Ara in Burma, a very wealthy man died 
and out of his property a quantity of 
gold of the finest quality about the size 
of an egg was presented to the King. 
This monarch refused to accept it, say- 
ing that it’ would be derogatory to his 
dignity and exalted position to accept 
the present when there were heirs to the 
deceased man’s property. 


C. B. ROYCE, in March 1926 Trust Companies, 
p. 383. 
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ALuetter from a Srust Wife 


Dear Chris: 


While we were at the recent Trust Con- 
ference in New York, you asked me to 
write, for the 50th anniversary number of 
Trusts and Estates, some of my impressions 
gained as the wife of a trustman for near- 
ly 35 years. If I do so in a rambling 
vein, it is because I have been tempted 
to do a little reminiscing also. 


A trustman's wife has many adventures. 
But, may I say to the wives of younger 
trustmen, I would not have missed any one 
of them, even though it sometimes has in- 
volved sacrifices for both my husband and 
myself. 


I feel so keenly that to be a trustman 
there must be a great urge, almost like 
that of a minister who feels called to his 
lifework. If there is not a willingness 
for long and serious study and a desire 
to serve, then there is no reason to be a 
trustman. That is where the wife comes 
into the picture. , 


Since The Graduate School of Banking at 
Rutgers University has been in existence, 
I often have wondered whether the student 
at school or the wife at home worked the 
harder. It means that for three years the 
student has his evenings and his holidays 
taken up with his Graduate School work 
on his thesis and problems. Their social 
and family life has, to a great extent, to be 
broken into. In many cases I have known 
the wife to do all of the typing of the 
thesis and the answers to the problems. 
Often she has been the best critic of 
their content. I have seen the husband and 
wife come together to talk over his thesis 
with my husband, and she would be as much 
concerned as he that it meet the required 
Standard. And how much of the substance 
of the thesis she had absorbed! Later, when 
I would see these same men receive their 
diploma, I would feel that the wife should 
be awarded some distinction too. 


I think that opportunity for service 
has been the compelling motive of most 
men who entered the trust field. When sor- 
row or trouble enters a home, the minis- 
ter, the physician, and the trustman are 
the ones who have to comfort and counsel. 
It often becomes the trust officer's 
function not only to advise about finan- 
cial matters, but about personal problems 
as well. 


He is a wise husband who talks over his 
affairs with his wife in the company of 
his trust officer. Wills and trusts are 
not morbid subjects. They should be 
planned or put to work for the good of the 
family now, not after the man's death. 
Children well may be counselled as to 
their responsibility and the opportunity 
that goes with inheritance of property. 
Recently I sat in with a young family 
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while the father was discussing the crea- 
tion of living trusts for the schooling 
of their children, and he and his wife 
were explaining to their children how such 
an arrangement would give them assurance 
of a full education. 


How much easier it will be for both the 
family and the trust officer, should the 
head of the household be taken away sud- 
denly, if the members of the family al- 
ready had some knowledge and understanding 
of his financial affairs and plans for his 
family. 


Oftentimes the problems of a trust of- 
ficer are ones that his wife is better 
prepared to understand and solve. Usually 
they are serious problems, but sometimes 
in lighter vein, as in the case of the 
widow with six children who came to her 
trust officer for his advice about marry- 
ing a widower with seven children. "What 
do you advise?", she asked him. With a 
twinkle, he answered, "Certainly, why 
shouldn't you if you want to?" Highly 
pleased with his answer she made a social 
call upon the trust officer's wife. The 
wife threw up her hands and said, "Cer- 
tainly not." But that wasn't the advice 
She wanted. She went ahead and took the 
trust officer's advice and married. It 
didn't turn out well. In six months they 
were separated, and she was back blaming 
the trust officer for giving her bad 
advice! 


I could recall many instances in which 
the trust officer's advice was consider- 
ably more helpful — instances in which he 
was truly a personal counsellor. I re- 
member, for instance, the young stepmother 
who had been left with four young sons by 
her husband's former marriage. Having 
great confidence in the trust officer who 
had the family's affairs in charge, she 
turned to him for help. The youngest son 
was the special problem. They put him into 
a splendid preparatory school and thought 
their troubles were over. But they had not 
reckoned with his roving disposition. Soon 
word came that he had left the school for 
parts unknown. The trust officer himself 
went in search of the boy. The boy gave 
him a merry chase. When caught up with, 
he was put into another school, and again 
ran away. During one of the intervals 
between schools he came to the trust of- 
ficer's home for a short visit. He was a 
hero to the little boys in that home. And 
I am glad to say, the story ends well: he 
is now a very substantial businessman and 
a good citizen. 


Sometimes a trustman uses his family 
as his guinea pig. When one lives with a 
person who is completely absorbed in his 
profession, one becomes curious and asks 
questions as to how all this relates to 
one's own affairs. Such questions from his 
own family have led my husband to discuss 
and write about trust matters in the same 
Simple language in which he had to answer 
questions put to him by them. In fact, his 
little book, Your Family and Your Estate, 
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is a direct outgrowth of the numerous 
questions we — our sons, our son's wife, 
and I — asked him. 


A trustman's wife must be tactful if 
for no other reason than to make up for 
the occasional lack of tact of her hus- 
pand. Take the case of the trust officer 
helping a young wife-and-mother plan her 
separate estate to protect her children 
against the extravagance of a more or 
less worthless husband. In the course of 
the conversation the trust officer asked, 
"Mrs. » how old are you? 40?" 
"No," she indignantly replied. "I'm not 
40; I'm only 35; it's living with that 
man that makes me look that old." 


Since today women own so much of the 
wealth of the country, naturally there is 
a great deal of discussion of financial 
affairs when they get together in social 
gatherings. Usually, perhaps they are well 
informed, but sometimes they have mis- 
understood or misinterpreted some phase 
of a will or trust agreement or something 
that the trust officer has said or has 
been reported to have said. These mis- 
understandings, passed on to others, 
create erroneous impressions. Then it is 
that a well informed and tactful trust 
wife can do much to:clear the atmosphere. 


What, you ask, would I say is the most 
important qualification of a trustman's 
wife? It is: Never under any circun- 


stances, directly or indirectly, violate 
any confidence the husband has reposed in 
you about his work. That is true for any 
wife, but it particularly applies to trust 
affairs. When a person turns over property 
to his bank or trust company, he often has 
to tell the trust officer his most inti- 
mate affairs so that the latter may be 
able to understand and carry out his 
estate plan. If the trust officer asks 

his wife to help him solve some of the per- 
sonal problems connected with the plan, 
she should be pleased that her husband has 
that much confidence in her judgment. But 
she should keep silent in every language 
about what he tells her. 


One of the most rewarding experiences 
has been the friendships we have had with 
other trustmen and their wives during 
these 35 years. A man does not enter the 
trust business for purely selfish or 
mercenary reasons, there is a unity of 
thought and ideas, a singleness of pur- 
pose among trust people that stimulates 
friendships and congeniality. 


My best wishes to you and for the con- 
tinued success of Trusts and Estates on 
this, its 50th Anniversary of service to 
our work. 


Sincerely yours, 


Grace W. Stephenson 


(Mrs. Gilbert T. Stephenson) 


Ags those who need a 


Massachusetts fiduciary. 


Specialists in trust man- 
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100 FRANKLIN STREET 
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RALPH LOWELL, President 
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30 YEARS OF TRUST GROWTH 


ft Bea VALUE OF ASSETS UNDER ADMIN- 
istration by personal trust. depart- 
ments has grown from a_ nominal 
amount in 1904 to an estimated total of 
$75 billion at the end of 1953. This 
compares with an almost identical total 
of life insurance assets, and $121 billion 
of investments and cash of all commer- 
cial banks in the United States. During 
this time the country’s population has 
doubled (76 million in 1900 to 160 
million today) while national wealth 
has increased tremendously, for ex- 
ample: the value of all listed stocks on 
the New York Stock Exchange has gone 
from $27 billion on Jan. 1, 1925 to $117 
billion on Jan. 1, 1954, and the total 
for all bonds on the Exchange in the 
same period moved from $33.6 billion 


to $99.8 billion. 


Individuals have not fared uniformly 
well, however. Per capita realized pro- 
duction income increased from $231 in 
1904 to a high of $618 in 1929 and 
then began an uneven decline which 
in 1937 had reached $487. Progressive 
income taxes have made it harder and 
harder to create an estate, and gift and 
estate taxes put formidable obstacles in 
the way of leaving one. The Federal 
estate tax, which was enaced in 1916 
with the highest bracket subject to a 
10% rate, periodically raised that rate 
until it reached the present 77%. Based 
on Federal estate tax returns the aver- 
age size of estates reporting dropped 
from $400,000 in 1930 to $196,000 in 
1948. The growth in trust department 
assets under administration, therefore, 
has been due in part to an increased 
number of small and medium-sized es- 
tates being handled, and to the develop- 
ment of agency accounts and living 
trusts, and more recently, pension trusts. 

While the size of estates handled by 
trust departments has been coming 
down in recent years, the content of 
the average estate is more and more of 
the nature that lends itself to corporate 
management, that is, chiefly securities, 
life insurance, realty and business in- 
terests. The beginning of this change 
can be seen, for example, in the estate 
of one John Taylor, filed in 1834, the 
appraisal of which revealed property 
valued at $131,991 including: 


100 shares Merchants Bank, 100 
shares Guardian Insurance, 49 shares 
Mutual Insurance Co., 3. shares 
Dutchess Turnpike stock (marked 
“unproductive”), 1 share Clinton 
Hall Assn. (also “unproductive”), 
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household and_ kitchen furniture, 
rents due of $1,361, church pews, 
one barouche wagon, one set of 
harness, one brown horse, one gray 
horse, an assortment of cows, carts 
and other rural equipment, and the 
balance of the gentleman’s private 
account with Taylor & Sons — an 
item which accounted for over $116,- 


000 or the bulk of the estate. 


A modern estate might have the same 
predominance of a business interest, but 
the value percentagewise of the stocks 
and bonds would usually be far greater, 
as indicated by the accompanying chart, 
and there would certainly be a sizable 
amount of life insurance — completely 
missing from estates until about fifty 
years ago. Even in 1904 the number of 
policies in force was only 21 million as 
against 227 million at the close of 


1952. 


The private and confidential nature 
of trusteeship has always made it diffi- 
cult to obtain accurate figures of trust 
department volume and earnings, espe- 
cially in the first two decades of the 
century, before the National Banks 
were engaged in trust services and data 
collected by the Comptroller of the 
Currency. The year 1904 saw an “im- 
mense growth” in the number of trust 
companies — from 1300 to about 1700 
— and “nearly a score of National 
Banks in New England forfeited the 
right to renew their charters under the 
National Bank Act in order to acquire 
State trust company charters.” Later, 
when the National Banks were granted 
permission to operate full-scale trust 
departments, and when their charters 
were made perpetual to provide for 
carrying out the long-term responsibili- 
ties of trusteeship, the trend was re- 
versed. Trust companies sought to ob- 
tain admission to the roll of national 
banks. Today the fiduciary assets of 
State banks and trust companies are 
estimated to be approximately the same 
or more than those of the national bank 
trust departments. 

The percentage of trust investments 
for the national banks as of Dec. 31, 
1952, was: bonds 65%, stocks 24%, 
miscellaneous 4%, mortgages 4%, real 
estate 3%. This compares with data for 
1932 of bonds 38%, stocks 31%, mort- 
gages 16%, and miscellaneous 15%. 
The number of national banks exercis- 
ing trust powers declined from 1774 in 
1932 to 1513 in 1952, largely as the 
result of purchases and mergers, but 





Composition of Estates 


Percentage composition of gross estates 
aggregating $4,933,215,000 reported to 
the Internal Revenue Service in 1949, 
latest year available. Figures do not 
reflect estates of less than $60,000 which 
is the minimum required for filing Feder. 
al estate tax return. 


State and Municipal Bonds — 3.9% 


Business Interests (Unincorp.) 4.6% 


axable Insurance — 7.1% 


L: 


ederal Government Bonds — 8.6% 


Ei 


Miscellaneous Property — 8.9% 


Cash — 11.0% 


Real Estate — 19.3% 


Corporate Stock — 36.6% 





the number of people benefitting from 
trust service was on the upgrade. There 
were 94,135 personal trust accounts in 


national banks in 1932 as compared | 


with 184,125 in 1952, and these figures 
do not include agency accounts. Of the 
$40 billion of trust assets under admin- 
istration in national banks in 1952 
approximately 66% was in agency 
accounts, 16% in living trusts, and 10% 
in court accounts, all other items to- 
gether making up 8%. These $40 bil- 
lion of trust assets 
amount equal to 45% of the total assets 
of the administering banks, whereas the 
$3.3 billion trust assets were less than 
20% of total assets of administering 
banks in 1928, first year for which 
national figures are available. 

Gross trust earnings have increased 
for the most part each year in each of 
the twelve Federal Reserve Districts. 
with exceptions in most districts in the 
early thirties and again around 1939- 
41. The 25-year increase, from 1928 to 
1952 inclusive shows up as follows: 


(Earnings in thousands) 





District 1928 1952 
| eae ee. $ 1,171 $ 5,588 
New York ____. 6,030 14,180 
Philadelphia 627 2,769 
Cleveland __...___. 886 9,210 
Richmond 563 3,707 
Ata 412 4,002 
Chicago ____ 1,797 16,041 
St. Louis 320 1,444 
Minneapolis 110 2,730 
Kansas City 548 2,961 
ee 184 3,327 
San Francisco _. 3,117 14,645 

ee eee $16,165 $80,627 
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Over the past 50 Years 


REGINALD S. ANDERSON 


President, The Trust Companies 
Association of Canada 


“Hand in hand with the striking 
development of the Dominion of 
Canada since Confederation in 1867 
has been the equally impressive ex- 
pansion recorded by the trust com- 
pany idea in Canada, and by Cana- 
dian trust companies in general, 
which as a group, have properly 
been named the young giant of the 
Canadian financial family.” 


5 fps ABOVE IS THE OPENING PARA- 
graph of an article appearing in 
Trusts AND Estates (then Trust Com- 
panies Magazine) twenty-five years ago. 
It might just as aptly be used today. 


Meantime we have gone from the heights - 


of 1920 boom years to the bottom of 
a great depression and through a second 


World War. 


In the past few years the prosperity 
and development of Canada have been 
rolling along at record rates. In 1953, 
the gross national product exceeded $24 
billion, as compared with $5.2 billion in 
1938, an increase of 4.6 times. There 
were new peaks in industrial, agricul- 
tural, mineral and power production, 
while capital investment, personal in- 
come, savings and spending reached new 

“~— highs. Since 1947, 
the physical vol- 
ume of production 
increased by 26%. 

Capital invest- 
ment of $5.6 bil- 
lion in 1953 repre- 
sents 23% of the 
gross national 
product. There has 





Mr. Anderson is Execu- 
tive Vice President, Crown 
Trust Co. of Toronto. 
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Parliament Buildings in Canada’s capital city overlooking Ottawa River across 





which lies Hull, Que. 


been a steady flow of capital from the 
United States and with the easing of 
treasury controls by the British Govern- 
ment, an increased flow from the United 
Kingdom. Canadian participation has, 
however, increased tremendously and 
85% of new capital investment came 
from Canadian sources. Less than 9% 
of dividends paid now goes to non-resi- 
dents, compared with 25% in 1939. 


Parallel Growth 


The population of Canada, which 
totalled 1144 million in 1941, is cur- 
rently estimated at 15 million, or an 
increase of 30%. A comparative figure 
for the United States is about 16%. A 
recent study suggests that by 1980 there 
will be a population of around 25 mil- 
lion. This rise in the number of con- 
sumers, coupled with substantially higher 
living standards for the whole popula- 
tion, would have significant implications 
for every sector of our economy. 


New discoveries of natural resources 
— oil, iron ore, uranium, nickel and 
other minerals — are expanding our 
horizons. Sound policies with respect to 
controls, taxation and immigration, have 
contributed in no small measure to con- 
ditions favourable to healthy econmic 
growth. 


There is ample evidence that the 
growth of trust companies in Canada is 
keeping pace with the growth of our 
country and the acceleration of business 
generally. The growth is not merely one 
of volume of business under adminis- 
tration, but also of increased service to 
the public. The latter is illustrated by the 


fact that, where nine trust companies 
occupied the field at the turn of the 
century, there are now 45 actively en- 
gaged in’ fiduciary work. In addition, 
many of these companies have one or 
more branches so that there are now 
some 175 offices where trust service is 
available to the public from Newfound- 
land to British Columbia. 


Salutary Branch System 


The branch system of trust com- 
panies parallels the unique pattern of 
Canadian banking. The 11 Chartered 
Banks give a complete banking service 
throughout the country through over 
4,000 branches. This is in marked con- 
trast to the banking system of the 
United States where operations are 
limited to a State or a local area. There 
is much to be said for the Canadian 
system, particularly the fact that a 
severe business setback in any local area 
has only a minimum effect on the overall 
operation of the bank or banks con- 
cerned. It is interesting to note that 
during the bank holiday in the United 
States in 1932, the Canadian banks kept 
operating normally and without inter- 
ruption. 


The national character, which the 
operations of a number of Canadian 
trust companies are assuming through 
their branch offices, has been dictated 
to some extent by the necessity of a 
trustee being able to give service, as 
trustee for bonds and debentures and as 
transfer agent and registrar for stocks, 
in the various Provinces. The service 
which can be rendered at the branches 
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is of “Head Office” quality. With the 
speed of modern communications, there 
is almost immediately available to every 
branch the specialized services of Head 
Office organizations, together with the 
judgment of the companies’ directors 
and executives. This is not centraliza- 
tion but a very useful adjunct to the 
branch, already organized to give 
prompt and efficient service in respect 
to local problems. 


Size and Scope of Activities 


To a Canadian observer there appear 
to be some quite marked differences in 
the scope of powers and business prac- 
tice between Canadian trust companies 
and American trust companies or banks 
with trust departments. Banking would 
appear to overshadow the fiduciary 
business of most United States com- 
panies. Canadian trust companies are 
organized primarily for fiduciary busi- 
ness. Their banking activities are mainly 
limited to receiving savings deposits, on 
which the general interest rate is cur- 
rently 214%, and term deposits — 
usually for 5 years with interest cur- 
rently at 4%. 


These monies known as Guaranteed 
Trust Deposits, are received as trust 


funds and must be invested in prescribed 
ways. The total is relatively small when 
compared with the deposits held by our 
Chartered Banks. The deposits with 
trust companies may be invested in 
first mortgages, and this together with 
mortgages made as investments for 
estates and trusts makes the trust com- 
panies fairly important mortgage lend- 
ers. On the other hand, our banks 
have not been permitted to lend on 
mortgages, although under legislation 
now being considered they will be per- 
mitted to make mortgage loans under the 
revised National Housing Act. These 
will be insured mortgages on new con- 
struction. 


Reported assets under administration 
by Canadian trust companies are cur- 
rently estimated at $4.6 billion. This 
compares with $1.4 billion twenty-five 
years ago and a mere $20 million at the 
turn of the century. Not reflected, of 
course, are the continually growing ser- 
vices performed in acting as transfer 
agents and registrar for the capital 
stocks of corporations; trustee for bond 
issues; disbursing agent for dividends; 
trustee for pension trusts and in many 
other capacities. Two companies have 
now taken advantage of recent legisla- 
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tion authorizing Common Trust Funds. 
Others are expected to do so in the 
near future. 


The quality of service available to 
the public can fairly be said to have 
matured in recent years by reason of 
the cumulative knowledge and exper- 
ience of a relatively new business. Young 
men are now being attracted to trust 
company work as a life career. The 
Canadian public is becoming increas- 
ingly trust company conscious, with the 
ever growing complexities of taxation, 
succession duties and investment. 


A review of these last 50 years dem- 
onstrates that the corporate fiduciary is 
meeting the exacting requirements for 
competence in the trust field and is now 
an integral part of Canada’s business 
and social life. 


On behalf of Canadian trust com- 
panies appreciation is expressed to our 
confreres in the United States for the 
benefits gained by the free interchange 
of experience and methods; to the Trust 
Division of the American Bankers Asso- 
ciation for its co-operation; and to 
Trusts AND EstaTEs which is recognized 
as “our trust publication.” In the future 
there will undoubtedly be a greater 
interchange of trust business as_ the 
growing industries of Canada receive 
greater acceptance in the United States 
and as many American corporations 
inter-list their securities in recognition 
of the increasing international nature of 
their business. 

A A A 


Regional Trust Conferences in 
Los Angeles and Chicago 


Two regional trust conferences — one 
in Los Angeles, and the other in Chicago 
— will be held this year under the 
auspices of the Trust Division of the 
American Bankers Association. The 
28th Western Regional Trust Confer- 
ence will be held at the Hotel Statler, 
Los Angeles, on August 19 and 20. The 
hosts for this Conference will be the 
Southern California Trust Officers Asso- 
ciation. In Chicago, the 23rd Mid-Conti- 
nent Trust Conference will be held at 
The Drake Hotel on November 4 and 5. 
The hosts for this Conference will be the 
local Corporate Fiduciaries Association. 


A AA 


TRUSTMAN ON STATE COMMISSION 

Walter Evans, assistant trust officer 
of The Indiana National Bank, Indian- 
apolis, was one of the recent appoint- 
ments by Gov. George Craig to the In- 
diana Real Estate Commission. He is 4 
past president of the Indianapolis Real 
Estate Board. 
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BANK PRESIDENTS VIEW TRUST OUTLOOK 


EQUITABLE SECURITY TRUST CO., 
Wilmington, Del. 


Trust departments, it seems to us, are 
confronted with a twofold problem: 
Securing a constant supply of quality 
personnel, and Recognition of what con- 
stitutes the excellent service which we 
all want to render as distinguished from 
uneconomic practices and policies con- 
tinued under the guise of ‘service’. 


Securing quality personnel will to a 
large extent eliminate the second prob- 
lem, for a well-trained staff will bring 
to bear an intelligent but critical eye 
upon all practices. Hence, the problem, 
perhaps oversimplified, becomes one of 
good personnel and how to get it. 


The Personnel Officer must under- 
stand that persons employed for the 
trust department are hired to fit into 
a pattern of training and upgrading 
rather than to simply meet the limited 
requirements of the initial job. 


The Operations Officer of the trust 
department should then see that the new 
employee is placed with competent 
people for thorough training in the 
particular job to be filled. When the 
employee has become proficient in the 
mechanical operations involved in his 
job, he should be urged to undertake 
a course of study to fit him or her for 
a higher position as openings occur. 


Such a program, made clear to the 
employee when hired, produces happy 
employees, more thoughtful work and 
finer service. 


The most important opportunity for 
profitable and needed service, we be- 
lieve, lies in the smaller trusts and es- 
tates of individuals, and in the field of 
corporate employee pension trusts and 
benefit funds. 


A continuing program of public edu- 
cation through advertising, speaking en- 
gagements and direct solicitation ap- 
pears to be the only way to achieve the 
much broader use of trust services. 


John B. Jessup, 
President 


FIRST NATIONAL BANK of Atlanta 


First, let me congratulate you upon 
your 50th Anniversary and wish for you 
and your splendid publication, Trusts 
AND ESTATES, continued success in the 
years ahead. You have made a fine con- 
tribution to the trust business and it is 
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deeply appreciated by the trustmen of 
America. 


I believe with you that one of the 
greatest opportunities in trust business 
for profits is the encouragement and 
solicitation of financial agency manage- 
ment services as well as living trust 
business. Many thousands of small in- 
vestment accounts and property own- 
ers need our service in this capacity 
and it, naturally, will be current income 
to the banks, thereby proving mutually 
advantageous. 


R. Clyde Williams, 
Vice Chairman of the Board 


TRUST COMPANY OF GEORGIA, 
Atlanta 


The problem of adequate earnings 
certainly must rank very close to the 
forefront of trust department problems, 
at least in this state. As to the major 
step to correct the problem, there are 





several of, we think, almost equal im- 
portance. These would include a deter- 
mination of the cost of rendering trust 
service, careful control of expenses 
(such as the elimination of free ser- 
vices), adjustment in fees on unprofit- 
able accounts, refusal of unprofitable 
business, and adequate fee schedules 
for new business. In addition, we need 
remedial legislation, as our statutory 
compensation for Trustees is antiquated. 


One of our best opportunities for 
profitable and needed service is un- 
doubtedly sound investment supervision, 
both for institutional endowments and 
private individuals. The first step to be 
taken to achieve the potential is to pro- 
vide trained personnel with adequate 
facilities for the necessary anlytical 
work, and a Trust Committee having 
practical business experience and invest- 
ment knowledge. The second step is the 


‘development, largely through selective 


and planned solicitation, of the custom- 
ers who need this service. Our experi- 
ence indicates that a Common Trust 
Fund greatly expands the potential for 
this service, for it makes investment 
supervision available to the smaller 
trusts on a sound basis at moderate cost. 


We congratulate you and your very 
fine publication upon this 50th anniver- 


sary. 
Marshall B. Hall, 
President 


CITY NATIONAL BANK & TRUST CO. 
of Chicago 


The most singular and difficult prob- 
lem confronting Trust Departments is 
one of adequate compensation for ser- 
vices rendered, as it is an accepted fact 
that the personnel of a Trust Depart- 
ment must be versatile and experienced 
in meeting the day-to-day problems of 
the complexities of trust business; the 
remuneration must necessarily be scaled 
accordingly, and a modest profit 
achieved for the Bank. 


To maintain this objective, where 
possible fees should be adjusted in ac- 
cord with present conditions, but com- 
mensurate with the services performed. 
It then becomes obvious that the im- 
portant opportunity for profitable oper- 
ations must be and is founded upon 
volume and, in our opinion, this accom- 
plishment can only obtain through the 
general cooperation of the entire bank- 
ing personnel and the continual educa- 
tion of the public through the medium 
of the New Business Division of the 
Trust Department. 


Arthur T. Leonard, 
President 


BOSTON SAFE DEPOSIT & TRUST CO. 


Boston 


We ordinarily try to avoid expressing 
our opinions for publication. However, 
your 50th Anniversary is quite an 
event, and if you feel that the following 
answers to your questions would be of 
any value, you are welcome to use them, 


1) In our opinion, one of the most 
troublesome problems confronting large 
and medium size Trust Departments is 
that of obtaining sufficient compensa- 
tion to maintain the proper standards 
of service and at the same time provide 
reasonable earnings for the bank as a 
whole. We feel that management should 
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leaving your desk 


---you can deal with 
a primary market 


Wherever you are, our Bond Depart- 
ment provides complete telephone 
facilities for trading in treasury bills, 
notes and short term Governments. 
We are also major dealers in State 
and Municipal bonds. Experienced 
and well-informed Bond Officers will 
serve you. 


To keep up with market develop- 
ments, our Correspondent banks and 
customers receive our listings of pri- 
mary issues every Monday morning. 
If you are not on this mailing list, you 
should be. Simply write or phone our 
Bond Department. 


MERCANTILE, 


MEMBER FEDERAL DEPOSIT 
INSURANCE CORPORATION 
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New York Correspondent: 14 Wall Street 
Chicago Telephone to Bond Department: 
Dial 211, request Enterprise 8470 


IF you have a Trust prob- 
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let us help you. 


Complete Fiduciary Services 
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analyze, frankly and objectively, the 
situation of the Trust Department. It 
should first be ascertained whether costs 
are reasonable and such obvious effici- 
ency measures as operation of a Com- 
mon Trust Fund are in effect. If this 
study shows that everything has been 
done to control costs, and that compen- 
sation is not adequate, the appropriate 
steps should be taken to obtain in- 
creased fees. 


2) In our position, it would seem 
that the best opportunity for developing 
profitable and useful service is through 
Estate Planning. To realize on this po- 
tential, we think that a separate depart- 
ment should be established to concen- 
trate on Estate Planning work. In the 
selection of the individuals for this de- 
partment, particular attention should be 
given both to their technical qualifica- 
tions and ability to put across their 
ideas. 


Ralph Lowell, 


President 


NEW YORK TRUST CO., New York 


Allow me to extend our congratula- 
tions on attaining such distinguished 
maturity as your 50th Anniversary 
issue. 


On reflection, it occurs to us that per- 
haps the most “troublesome problem” 
confronting trust departments might be 
the continuing increase in the costs of 
operation. To offset this, would it not be 
reasonable to initiate an interest in a 
revision upward of commission rates? 
Such action would tend to enable trust 
departments to show reasonable profits 
and hence permit them to continue 
rendering an efficient and well rounded 
service. 


Secondly, in order to keep in step 
with the economic trend, efforts might 
be made in certain of those states which 
do not now have the full “prudent man” 
investment law to obtain legislation 
liberalizing authority to buy equity in- 
vestments. 


Adrian M. Massie, 
President 


PENNSYLVANIA COMPANY for 
BANKING and TRUSTS, Philadelphia 


Perhaps the most troublesome prob- 
lem confronting Trust Departments to- 
day is maintaining and, where necessary, 
improving the quality of service ren- 
dered to the public while still managing 
to show a satisfactory profit. Total 
operating costs have continued to mount 
during recent years because of the 


necessity of steadily increasing salaries 
in order to retain present employees 
and secure satisfactory new ones. 


Unfortunately, courts of jurisdiction 
and state legislatures have not always 
given recognition to these increasing 
costs, with the result that the compensa- 
tion paid fiduciaries too often is in- 
adequate. Where this exists, corporate 
fiduciaries have no recourse except to 
contract directly with testators, settlors 
and principals in order to obtain proper 
compensation. To lower the quality and 
scope of trust service because of de- 
creasing revenues would be a very short 
sighted policy. 

There is reason to believe that a vast 
and expanding field for trust business 
exists in retirement and profit-sharing 
plans. We are all acquainted with the 
great growth in the number and size 
of these programs in this country. There 
can be little doubt that this type of 
activity is here to stay so long as we 
retain our American way of life. They 
will surely increase in number through 
the years and all wide-awake trustmen 
should prepare their individual depart- 
ments to solicit this desirable form of 
new business, as well as to administer 
it soundly and profitably when it is 
accepted. 


William L. Day, 
President 


FIDELITY TRUST COMPANY 
Pittsburgh 


1. The high cost of attracting new 
trust business is our most troublesome 
problem. We find that, as our services 
become more widely advertised, there is 
a distinct tendency for all of our officers 
to spend more time on new small ac- 
counts than is consistent with their 
value to the Trust Department. We see 
no way of avoiding these costly inter- 
views which compensates in part for 
the time spent. Moreover, unless each 
officer is willing to devote some undi- 
vided attention to these small accounts, 
he is doing his duty neither to the bank 
nor to the general concept of trust 
business. 


We have not yet devised a sure solu- 
tion to this problem but are approaching 
it tentatively from two directions. Each 
officer is asked to determine as early 
in the interview as possible the amount 
involved and then to decide promptly 
whether we can be of real service. Many 
marginal situations arise as to whether 
or not the Trust Department is really 
needed in a given situation. When we 
are all trying to foster the idea that 
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ust companies are no longer for the. 


rich alone, it would be unfortunate if in 
the execution of the above policy we 
were to strengthen the public’s convic- 
tio in what we hope is an outmoded 
notion. 


The second approach to the problem 
is through the Estate Planning or New 
Business Department. Some attention 
should be given to the development of 
an incentive pay plan for the sales per- 
sonnel of the Trust Department and of 
the bank as well. This solution to the 
problem is still in its exploratory stages 
but we feel confident that we are going 
in the right direction. One of the princi- 
pal benefits ef such an incentive plan 
is the automatic elimination, by the 
sles representatives, of those contacts 
which are obviously of an unprofitable 
nature. 


2. We are quite confident that the 
greatest opportunity for Trust Depart- 
ments is in the field of estate planning. 
Not only is it seriously needed by large 
numbers of our general public but it 
isalso profitable to the trust companies. 
It affords an opportunity to present to 
the public a specific and detailed plan 
by which corporate fiduciaries can help 
save money. The sales appeal of savings 
is without equal, whether in our field 
or the merchandising field. 


A few years ago we planned an estate 
which became active within a few weeks 
from the time the papers were all signed. 
The savings to the estate and profit to 
the family are not a matter of conjecture 
or theory. This particular estate is $250,- 
000 better off today than it would have 
been had the man died with his earlier 
Will in force. Each major trust company 
has undoubtedly had similar experi- 
ences; the illustration is used to bring 
out the fact that much of estate plan- 
hing is of so recent an origin as to pro- 
vide relatively few active cases where 
the administration of an estate has 
proven the value of the work done. 


Alexander P. Reed, 
Chairman of the Board 


CANADA TRUST COMPANY, London 


l. The most troublesome problem 
confronting the trust department today 
is the low compensation allowed in the 
administration of estates. With increas- 
ing overhead and operational costs and 
a relatively static rate of compensation, 
the continuing low margin of profit in 
this department causes continuous and 
towing concern. 


Any major steps to overcome this sit- 


Marcu 1954 


uation include first, an emphasis on 
building up the volume of estates busi- 
ness. The further education of the public 
to the advantages of trust services 
should be carried out by individual com- 
panies and through joint cooperative 
advertising. More direct personal sell- 
ing of trust services through Estates 
Planning Departments will contribute 
more than anything else to a greater 
volume of business. Coupled with these 
plans, should be a concerted effort to 
reduce operational costs to a minimum 
and to achieve more effective organiza- 
tion of working power. 


2. We in Canada Trust have in 
recent years greatly broadened the scope 
of our services with particular emphasis 
on pension trusts, real estate sales and 
property management, and latterly a 
Business Sales Division. The Business 
Sales field is a particularly attractive 
one provided the company has the re- 
quired facilities including personnel, 
branch office connections and tax and 
investment departments. The latter two 
are particularly important because they 
provide the analysis that is generally 
required as a foundation from which 
business sales activities proceed. 


M. Aylsworth, 
President and General Manager 
A A A 


“Fringe Benefit” Business 


The advantages of handling as trustee 
the pension, profit-sharing and welfare 
funds of businesses and unions are des- 
cribed by Laurence Tharp, vice presi- 
dent and trust department manager of 
Anglo California National Bank, San 
Francisco, in the February Burrough’s 
Clearing House. A modest labor union 
account at a branch office grew in one 
year to more than $500,000 and 284 
labor unions in that city have offices 
and telephone numbers. The article in- 
cludes discussion of the methods used 
by the bank to obtain the business, once 
it was set up to handle it, and comments 
that “Regardless of how little an em- 
ployer may have done in planning for 
an employee-benefit plan, there is always 
100% acceptance of the idea as an in- 
teresting topic of conversation.” 

A &:h 


Harris Trust Men Celebrate 
30th Anniversaries 


Timothy S. Kiley and Robert R. Black- 
burn celebrated their 30th anniversaries 
with the Harris Trust and Savings Bank, 
Chicago, on March 3. Mr. Kiley is vice 
president and trust counsel; Mr. Black- 
burn is assistant vice president and head 
of the stock transfer department. 
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IN COMMON DETERMINATION TO SERVE 


The Bar and Corporate Fiduciaries 


Otterbourg, Steindler, Houston & Rosen, New York 
Co-Chairman, National Conference Group of American Bar Association 
and American Bankers Association Trust Division 


N THE EARLY 1930’S WHEN THERE 
I was much misunderstanding between 
bankers and bar associations in many 
parts of the country, when litigations 
were pending and quarrels of serious 
nature were taking place, far-seeing 
bankers even then recognized that fidu- 
ciary and legal services, rendered to- 
gether, gave the best service. Some far- 
seeing lawyers were beginning to feel 
the same way. 


Back in 1932, Robertson Griswold, 
then and now vice president of the 
Maryland Trust Company of Baltimore 
(my esteemed co-Chairman of the Na- 
tional Conference Group), in a public 
discussion stated that the efforts of the 
banks to bring about peace would suc- 
ceed or they would be frustrated to the 
exact extent that they received or failed 
to receive the support and sympathy of 
the lawyers and of the trust officials 
throughout the land.* In 1933, John G. 
Jackson, a prominent lawyer and one 
of the early leaders in this movement, 
made the statement that trust officers 
and lawyers had already learned by 
experience and by free discussion that 
their respective fields of activity do not 
conflict but, in fact, supplement each 


other.t 


One of the great banking leaders in 
this field at that time was Merrell P. 
Callaway, vice president of the Guar- 
anty Trust Company of New York who, 
together with Julius Henry Cohen, a 
distinguished lawyer, were pioneers in 
the adoption of a code of ethics for the 
corporate fiduciaries relating particu- 
larly to advertising and relationships 
with lawyers. This was approved by the 
Executive Council of the American 
Bankers Association as long ago as 
April 11, 1933. 


The Trust Division had created a 
Committee on Relations with the Bar, 
on which Mr. Callaway served both as 
Chairman and member. Regularly, this 


*Cf. Jan. 1933 Trust Companies Magazine 37. 
+Cf£. Dec. 19382 Trust Companies Magazine 637. 
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group met with the 
American Bar As- 
sociation’s Com- 
mittee on Unau- 
thorized Practice | 
of the Law. The — 
American Bar As- 
sociation Reports 
through these years 
indicate that friendly relations were 
being continued on a national basis. 
Nevertheless, as was to be expected, 
many litigations between the bar and 
the banks on a local basis were taking 
place. 


Conference Group Born 


On June 18, 1940, a national con- 
ference was formed between the Amer- 
ican Bankers, Association Trust Division 
and the American Bar Association. Each 
side would be represented by five per- 
sons and the Conference would be 
headed by two co-Chairmen. A state- 
ment of general policies was adopted 
by the National Conference on Septem- 
ber 24, 1941, approved by the Trust 
Division five days later and by the 
American Bar Association on October 1. 
This statement constitutes ethical law 
for both lawyers and trust officers. Tens 
of thousands of copies have been circu- 
lated among the bar and among the 
trust officers of the country. 


It is interesting to observe that no 
less than eight Trust Division members 
of the Conference were or became presi- 
dent of the Division, the highest honor 
their fellow bankers could give them. 
They are: Mr. Callaway; Mr. Griswold; 
R. M. Alton of United States National 
Bank of Portland, Ore.; Leon M. Little, 
then of New England Trust Co., Boston; 
Henry A. Theis, then of Guaranty Trust 
Company of New York; Raymond H. 
Trott of Rhode Island. Hospital Trust 
Company of Providence; Joseph W. 
White of Mercantile Trust Company, St. 


Louis; and the incumbent N. Baxter 
Maddox of First National Bank of 
Atlanta. 
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On February 8, 1950, a clarifying work. 
statement on advertising was issued by}, 
the National Conference. This was given 
equally wide circulation through thel) 
recognized publications of the corpo. 
rate fiduciaries and bar associations, 
In addition, Martindale-Hubbell, a lead. 
ing law directory, has now for a number) 
of years been publishing these state. wpe 
ments annually for the information of =f ns 
the users of the directory. a 
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a technique which proved remarkably ‘career: 
successful. It considered whatever com-| alike, 
plaints came to it. Where it was against! }which 
a lawyer, we sought to have the local|itakes, 
bar association straighten the matter))Confe1 
out, and where it was against a banker,|'to re-is 
we sought to have the bankers attend\Jand it 
to it. Men representing each group on\imateri 
the Conference voluntarily undertooky jyers 0} 
what was sometimes a very difficult mis- 
sion to bring about an accord camweall 
the disputing parties. By far the greates 
number of complaints were disposed ofl 
to the satisfaction of both groups. 


Results Good 





















Of course, here and there an obstinate/equire 
trust company or bar association feli{the ski 
that what it was doing was right and} porate 
insisted that its local court should settlefjalso re 
the matter. But these cases were excep ithe law 
tions. Sometimes, the Conference had/decede: 
pretty exciting sessions. In one state}contrac 
the bankers practically threw our trust-/partner 
men out of the state when they tried tofVestmei 
settle the dispute and when we sent twopmate « 
lawyers from the Conference, the barjWhich 
association threw them out just as well.Pawyer. 
They wanted to fight it out and theper of 
court settled the matter by its finalf#one. 
decision. a's 


In the American Bar Associationf 8 
Journal .of last July, appeared a ‘shorif"*™' 
article by the writer which gave a pare Vn 
tial list of the tremendous cooperation 
which is now being extended by the?® 
trust companies throughout the country 
in advising the public of the necessity 


erence 
in 


ARCH 





TRUSTS AND ESTATES 









of consulting a lawyer in connection 

with their wills. The campaign of edu- 

cating the public to the benefits of fidu- 

ciary services and at the same time the 

necessity for legal services is a continu- 

ing one and is of great benefit to the 
public as well as to both groups. 








> At the recent Trust Division Confer- 
‘ence in New York, the National Con- 
ference—except for one litigation which 
is now pending in Arkansas — had no 
complaints before it to dispose of. This 
“jin itself is an eloquent tribute to the very 

great success that has attended their 
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But for the future, the National Con- 

erence must recognize, as it does, that 
whole new generation of young trust- 
men and lawyers are coming into activ- 
Nity who do not know all this history. 
‘This is not entirely their fault because 
it is the duty of the National Conference 
ito keep them informed. It is most nat- 
tural that in their quite understandable 
ished/janxiety to make progress in their own 
kably | ‘careers, young trustmen and lawyers 
com- alike, unaware of the cooperative work 
zainst which is being done, may make mis- 
local|jtakes. For these reasons, the National 
1atter)iConference decided at its last meeting 
nker,}'to re-issue in printed form its statements 
ittend|jand its history and to recirculate this 
ip onjimaterial among the trustmen and law- 
rtook/yers of the country. 


i mist The public today demands many ser- 
pk ices never dreamed of 50 years ago. 
Ke Among these are the combined and 
ed off vutual services of corporate fiduciaries 
and lawyers. The planning of an estate 
tinatetequires the safety of investment and 
1 felfithe skill of administration which a cor- 
+ andjporate fiduciary is equipped to give. It 
settlefalso requires the sound legal advice of 
xcep- the lawyer who knows the wishes of the 
. hadfdecedent, the legal effect of his various 
stateycontracts and agreements relating to 
trust/partnerships, corporate set-ups or in- 
ed tofvestments, as well as some of the inti- 
t twopmate details of the family situation 
» barfWhich usually are only confided to the 
wellPawyer. Both are essential to any mem- 
1 theper of the public who wants a good job 
finalplone. 


A constant educational campaign 
sania long these lines, as well as the settle- 
shorif2ent and adjustment of complaints and 
 parsptievances, gives to this National Con- 
-ationmpetence a continuous and worthwhile 
y the ob in the years to come. 
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THE UNDERWRITER ON THE TEAM 


ROBERT C. GILMORE, Jr. 


President, National Association of Life Underwriters 


BELIEVE IT TO BE MY 


= 


responsibility: . . . to 
respect the prerogatives and 
cooperate with all others 


whose services are construc- 
tively related to ours in meet- 
ing the needs of our clients.” 

This excerpt from the Code 
of Ethics of the National 
Association of Life Underwriters is 
acknowledgment of the prime responsi- 
bility that all our members share in our 
efforts to be of better service to the 
American people. In the creation, con- 
servation and distribution of estates, the 
life underwriter, trust officer, attorney 
and accountant can serve best when they 
serve as a team, each member of which 
discharges fully his specific areas of 
activity. 

Over the years, through successful 
experience, discussion and education, 
this teamwork has developed to an extra- 
ordinary degree and has served to give 
outstanding advice and guidance in the 
solution of daily problems. Because of 
such cooperation, the solutions offered 
have become increasingly sound since 
each recommendation is subject to anal- 
ysis and consideration by every other 
member of the estate team. 


The pages of Trusts AND ESTATES 





over the past 50 years bear 
witness to the evolution that 
has taken place in the estate 
planning field. There have been 
times, particularly following 
the crash of 1929, which have 
given us cause for deep con- 
cern, but to our profit may it 
be said that each member of 
this planning team benefited from such 
experiences and actively sought to share 
the wisdom gained by an even greater 
degree of cooperative effort. 


Through the expanded activities of 
the various Councils, through joint edu- 
cation and self-development, it is my 
hope that even greater mutual benefits 
can come in the years ahead. Each of us 
knows our own business best, but we 
are acquiring a broader knowledge of 
the other spheres of our related activi- 
ties. Such knowledge, constructively and 
cooperatively used, can be our greatest 
tool for expanded public service. 


I salute TRUsTs AND EsTATEs on this 
historic Golden Anniversary. It has 
been edited with understanding and dis- 
cernment, in dedication to common ob- 
jectives and with awareness of its capac- 
ity for educational leadership. May it 
long continue to contribute such con- 
structive influence. 
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TRUST-INSURANCE COLLABORATION 


HOLGAR J. JOHNSON 


President, Institute of Life Insurance 


since the end of World 
War II and especially in the 
past three or four years, the 
high degree of cooperation 
that exists today between life 
underwriters and trust officers 
throughout the country has set 
up a fine working relationship 
which renders a better service to the 
public, as well as aiding both trust off- 
cers and underwriters in their own work. 
Tangible evidence of this new spirit of 
cooperation is found in the existence of 
some 72 life insurance trust and estate 
planning councils in that many cities 
across the country. The greater part of 
these groups has been created since 1945 
and a large part since 1949. Organized 
for joint consideration of their common 
problems and study of improvements 
and advances in estate planning, these 
councils have produced results even 
more helpful and constructive than orig- 
inally anticipated. 


| viene DEVELOPED 


Cooperative effort of this kind is a 
two-way street, along which both par- 
ties contribute and both parties benefit. 
Trust officers and life underwriters both 
find their work eased, planning ex- 


THE MANY 





pedited and execution of the 
plans vastly improved from 
these joint efforts. And what 
is more, to take the hard dol- 
lars and cents look at the busi- 
ness, both trust officers and 
life underwriters are finding 
’ that they often secure new 
business through the initiative 
of the other—whereas it was not too 
long ago that such procedure would 
have been deemed generally impossible. 


There is one angle in this “new look” 
of estate planning that is of special 
interest and value to the trust officer. 
Life underwriters are today widely fol- 
lowing a simplified “estate planning” 
for the great bulk of their cases, even 
where the amounts involved are small. 
This planning and programming work 
sets up an objective program, as well as 
an immediate program, and the under- 
writer maintains a continuous check 
over the years to see that the plan is 
kept up to date and expanded towards 
the more ample objective as rapidly as 
possible. It is clearly seen, therefore, 
that the underwriter is in an excellent 
position to know just when the client 
is moving up in income and wealth to 
the point where a trust fund is helpful. 


ADVANTAGES 


of Trusts or Agency Accounts in Delaware 


are not restricted to residents of the State. 
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This need is even anticipated in many 
cases, so that there is no time lag what. 
soever between the time and need and 
the setting up of an essential new pro. 
gram of family financial security. 


This means more and better business 
for the estate planner and, much more 
important, it means a greatly improved[ 
life insurance and trust service to the! 
public. | 
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There was a time when everyone in|) rath 


business could pretty much sell his! 
goods or services and let it go at that,! 
Today, with an awakened public con. 
cern and an increased role of steward. 
ship on the part of business for all 
dealings with the public, the goods or 
services must be sold with a view to 
the long-term public interest. Conse. 
quences and after-results enter into the 
transaction. The public now expects the 
business man to do more than just pro- 
duce or sell; it is his responsibility so 
to create a product and sell it that the 
future will not produce undesirable 
results. 


The estate planner hasan especially}) 
important share of this type of responsi- 
bility. His segment of the public may/ 
be a relatively small one, made up as it 
is of persons in the higher income and) 
wealth brackets. But it is an important) 
segment of the public; one whose influf 
ence reaches far and wide through thef 
community. The people with whom the 
estate planner deals are apt to be com- 
munity leaders. Upsets in their plan: 
may affect countless others. 


By way of illustration, there has been 
a number of cases in the past few years 
of business firms which have had to 
close down through failure of the de 
ceased owner to provide adequately fo 
taxes. That break-down in estate plan 
ning affected not only the ownerg 
family, but all the families where um 
employment of the breadwinner resulted 
Perhaps the failure was entirely on the 
part of the deceased business man 
but that merely highlights the need fo 
the trust officer or the underwriter t 
make an unceasing effort with th 
would-be client, until an adequate pr 
gram is set up. It is no longer true i 
any area of activity that what one dod 
is his business alone; there is a coD 
stantly widening area of public interes 
in all affairs and this must be closel 
scrutinized by estate planners. 


Another activity that might warré 
a caution signal for estate planners i 
that of devising trust agreements whic 
are drawn primarily to meet currél 
contingencies, such as tax avoidance 
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Such plans, while attractive and some- 
times desirable, can create long-term 
difficulties, for any avenue of tax escape 
that can be discovered will eventually 
be blocked. When that happens, the 
trust plan which had emergency value 
may be found a handicap and costly in 
readjustment to the new conditions. The 
highest quality of performance, in pub- 


) lic interest, calls for long-term benefit 
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rather than what appears to be a tem- 
porary gain. 

There is a real challenge to the future 
in the estate planning area. The trust 
oficers and underwriters wlio are 
teamed up in this work — and the 
attorneys and accountants who round 
out the “teams” in setting up sound 
estate programs — will be in the fore- 
front of the constructive public service 
rendered by these institutions. More and 
more people are becoming eligible for 
estate planning every year; financial 
planning problems are becoming ever 
more complex; the expanding interests 


| of business affairs in the financial plan- 
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ning of individuals becomes increasingly 
aconcern; tax matters grow more, not 
less a problem in planning for family 
or personal security in the years ahead. 


Many a family has need for this 
estate planning service, which would not 
have been considered in the range of 
trusteeship a generation ago. Here is 
one of the important changes in living 
conditions for which we have created 
an improved service. Trust officers and 
life underwriters, working together to 
render this improved service, are mak- 
ing an important public contribution; 
they are aiding in the development of 
better public relations for the two insti- 
tutions of banking and insurance. 



























Fifty years of service to fiduciaries 
throughout the United States merit 
sincere congratulations. Please accept 
those of the staff of Federal Deposit 
Insurance Corporation. 

Supervision of the fiduciary busi- 
ness of banks is, of course, primarily 
the responsibility of the chartering 
authority — either the Comptroller of 
the Currency or the appropriate State 
supervising authority. We of Federal 
Deposit Insurance Corporation are 
happy to have played some part, 
however, in providing broadened in- 
surance coverage for trust estates and 
so in contributing to the stability of 
our banking system. 

H. E. Cook, Chairman 
Federal Deposit Insurance 
Corporation 
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THE CPA’s ROLE 


ARTHUR B. FOYE 


President, American Institute of Accountants 


fd Nenwe 5SOTH ANNIVERSARY 
issue of TRusTS AND Es- 
TATES offers an appropriate 
opportunity for the president 
of the national society of certi- 
fied public accountants to dis- 
cuss the growing contribution 
that CPAs are making in this 
important field. As tax laws 
have become more complicated, and the 
rates higher and higher, the problems of 
estate planning have come to require the 
cooperation of a number of professional 
men with specialized skills. In most cases 
where estates are of substantial size, a 
lawyer, a trust officer, an insurance 
underwriter, and a certified public ac- 
countant make valuable contributions to 
the desired result. 


The lawyer is of course indispensable, 
because he must prepare the will and 
other legal documents. In many in- 
stances, he may be regarded as the 
captain of the estate planning team, 
although the roles of the various mem- 
bers are likely to depend to a consider- 
able extent on personal acquaintance 
and friendship with the owner of the 
estate. 

If a plan for disposition of an estate 





is being developed for the first 
time, the certified public ac- 
countant is frequently the 
person best equipped to lay 
the foundation upon which the 
plan will be erected. It is 
obvious that the first step 
should be determination of 
just what constitutes the po- 
tential estate, and unless the owner has 
regularly employed an accountant to 
handle his personal affairs, a compre- 
hensive audit of his assets and liabilities 
is always desirable. Such an audit not 
only reveals the size and composition 
of the estate for which the plan is to be 
developed, but also provides a reference 
for checking changes in the estate in 
subsequent years. In some cases, the 
schedules can be prepared by a trust 
officer, but if the assets are substantial 
and varied in character, the comprehen- 
sive audit is well worthwhile. 


The services of experts in planning an 
estate ought to be limited to those which 
are really necessary to achieve the de- 
sired results. To some extent the skills 
of men experienced in this field are 
interchangeable, and it is by no means 
always necessary to make use of four 
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separate individuals. What I am indi- 
cating, therefore, is a number of things 
which should be done in planning an 
estate, and which may under appropri- 
ate circumstances best be done by a 
certified public accountant. The CPA 
can be especially useful in the valuation 
of stock in a closely held corporation, 
and his evidence may be expected to 
carry weight with the Internal Revenue 
Service when the estate is valued for 
tax purposes. 


The financial statement of the estate 
for planning purposes should include 
not only current book value but also 
values of the assets at cost, at market, 
and their probable value for tax pur- 
poses. A study should be made to indi- 
cate the cash which may be available 
under various possible plans; as in the 
case of complicated tax returns, it is 
usually desirable to develop several al- 
ternative plans for the estate, and to 
determine by actual calculations the re- 
sults which may be expected under each 
plan. 


As every estate planner knows, the 
final choice may depend upon the age, 
capacities and character of the benefi- 
ciaries as well as upon purely financial 
and tax considerations, but the latter 
should be worked out in some detail 
before the choice is made. 


Regular Review 


If a plan involves a trust, it should 
be audited regularly. Such regular 
audits not only protect the estate, they 
are also a valuable protection for the 
trustees. 


Especially where minor children are 
involved, it is possible for circumstances 
to change so that an accounting of the 
estate may be demanded many years 
after the will is probated, even though 
the relationship of the parties involved 
may be such that no demand for an 
accounting was ever anticipated. I know 
of cases in which such an accounting 
became far more expensive than it 
would have been to have had an annual 
audit. Moreover, if litigation should 
result, the testimony of the auditor as 
an expert witness is invaluable. 


Giving advice in estate planning is a 
serious responsibility. The cost to the 
estate for expert service should be kept 
to a minimum, but everyone in this 
field should be fully aware of all the 
available assistance and should recog- 
nize the occasions when a little extra 
foresight may avoid the necessity for 
much more expensive hindsight. 

A AA 
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TRUST GROWTH AND 
FEDERAL SUPERVISION 


The history of fiduciary activities in 
national banks covers only forty years 
as the national banks were enabled to 
undertake certain limited fiduciary duties 
with the enactment of the Federal Re- 
serve Act, December 23, 1913. After the 
Supreme Court of the United States 
sustained the right of Congress to grant 
trust powers to national banks and to 
vest in such banks any of the powers 
enjoyed by competing State corpora- 
tions, Congress by the act of September 
26, 1918, broadened and more clearly 
defined the fiduciary powers of national 
banks. National banks were somewhat 
fearful of accepting fiduciary accounts, 
the administration of which might run 
beyond the maturity of their charters, 
until the passage of the McFadden Act 
in February 1927 gave them indeter- 
minate charters. Since that date the An- 
nual Reports of the Comptroller of the 
Currency reflect a constant increase in 
fiduciary activities of national banks to 
a present volume of assets exceeding 
$40,000,000,000 in value in more than 
180,000 individual, court, and private 
accounts throughout all the United States 
and Alaska. 


As early as 1917 the Comptroller of 
the Currency instructed the national 
bank examiners to investigate and re- 
port upon the fiduciary activities in na- 
tional banks. During the middle thirties 
the Comptroller of the Currency, recog- 
nizing the increasing importance of this 
work, assigned a number of national 
bank examiners who were particularly 
well qualified to specialize in trust 
work and to devote their entire time to 
the examination of national bank trust 
departments. At the present time there 
are one or more commissioned national 
bank examiners specializing in trust 
examining work in each of the twelve 
Federal Reserve Districts. 


Trust funds placed on deposit in a 
national bank’s own banking depart- 
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“Remember you fired me because | couldn't 
find those Harris papers back in 1912? 
| just happened to remember where | put them!” 








ment must be secured by a pledge of 
the bank’s own bonds, and failure of the 
bank would not result in any loss on 
the funds so deposited. As to losses 
suffered by a bank’s trust accounts 
through deposit of its trust funds in an. 
other bank and the subsequent failure} 
of the latter bank, we have no informa.) 
tion. We believe, however, that the 
amount of losses to trust beneficiaries! 
from this cause was very minor. Sincel} rqy, 
1933 trust funds deposited by a bank) T r 
in its own commercial department or in|) “ 4), 
another insured bank have been pro. 


tected .by Federal Deposit Insurance an = 
first, up to $5,000 per account and nov} nti] 
up to $10,000 per account. During thisf | yc 
period we are unaware of any losses 4. ¢ 
suffered by trust beneficiaries through ., th 
the failure of the bank where the trusif ),,1, 
funds were deposited. me 
We extend our congratulations on the ganiz: 
50th Anniversary of Trusts and Estates® basic 
and hope for your continued success. were, 
L. A. Jennings,§ gaged 

Deputy Comptroller of the Currency § Econc 
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Trusts in National Economy > 4, 

The history of the trust institutions 
of the United States in the period since 
the turn of the century includes many 
milestones of importance. Among these 
has been a remarkable growth both in 
the volume of business under admini- 
stration and in the scope and _ nature 
of fiduciary and agency services offered 
the public. These attainments have re: 
sulted, in part, from an expanding econ- 
omy and increased wealth and saving: 
in the hands of individuals. In large 
measure, too, they have been due to the 
quality of the service rendered _benefi- 
ciaries and settlors and a careful adher- 
ence to fundamental principles involved 
in the fiduciary relationship. 
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During a substantial part of this pe 
riod, the Federal Reserve System, 
through its regulatory and supervisory 
functions, has taken an active interest 
in corporate fiduciary activities and, 
within the sphere of its interest, has 
played an active role in efforts to im 
prove standards of trust administration 
and to assist in resolving some of the 
important administrative problems 4 
sociated with this period of growth. 

The important place which trust busi 
ness now occupies in the national ecor 
omy, as well as its prominent associ 
tion with banking, is a tribute to the 
integrity and capability of its leadership 

Wm. McC. Martin, Jr. 
Chairman Board of Governor 
Federal Reserve Syste! 






















Marc H 






TRUSTS AND EsTATES 













rilure} 
yrma-) 
the 


iaries|. 









Since!) HE FORMATION IN 1900 OF THE 
bank} American Instiute of Banking 
or inl) then the American Institute of Bank 
PTO) Clerks — set in motion an educational 


* —f movement in banking that has grown 
now} 


¥B until today there are tens of thousands 
this of younger bankers in classrooms. In 
losses the first years of the Institute, there was 
rough® no thought of courses designed particu- 





trust® larly for trustmen. The organization 

had difficulty enough creating and or- 
mn the canizing classes in the most general and 
states basic banking subjects. These courses 


Ss, were, of course, available to people en- 
gaged in trust work, such subjects as 
Economics being of as great interest to 
the trustman as to the commercial 


‘ings, 
rency 


banker. 
my As trust work grew in complexity and 
utions§ specialization, the A.I.B. curriculum was 
since® broadened; the first trust course com- 
many§ ing in 1927 when “Trust Functions” by 
thesef Robert Mayer was offered. Three years 


oth in 
{mini- 
nature 


fered 


prior to that, in 1924, the first invest- 
ment text had appeared; and “Corpo- 
ration Finance” became a part of the 
curriculum in 1934. These three courses, 











ve reB together with “Analyzing Financial 
-econ-§ Statements,” are the present nucleus of 
avings§ the requirements for an Institute Gradu- 


large 
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benefi- 
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ate Certificate with a major in trusts 
or investments. Since inception of the 
trust courses, 50,752 bankers have been 
students in these classes throughout the 
country. About 75 bankers now hold 
Graduate Certificates with a major in 
trusts or investments, and these have 
been granted only within the past nine 
years. This year, about 900 bank people 
are studying trusts or investments with 
the Institute. 

The Institute 
makes certain that 
the trust courses 
of thefare kept in line 
ms as{With the latest con- 
rth. § pts in the busi- 
+t busig'ss, each of the 
1 econgxtbooks having 
ssocisp’een revised at 
to thegltast twice since 
ership{"iginal publica- 
ion and the trust 
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TRUST EDUCATION IN 20th CENTURY 


STETSON B. HARMAN 


— 


again in the pro- 
cess of complete 
revision. 

These courses 
are not available 
to trustmen in the 
large financial 
centers only. Study 
groups are organ- 
ized in towns far from the regular chap- 
ters; and trust study is available in 
every locality by correspondence. 
















Beyond the Institute’s educational 
program lies the work of The Graduate 
School of Banking for bankers of officer 
rank. From its inauguration in 1935 by 
the American Bankers Association the 
G.S.B. has been an advanced school with 
a highly specialized curriculum; and the 
major in trusts has been an outstanding 
part of its program from the very be- 
ginning. A total of 548 men have com- 
pleted the School’s difficult course in 
trusts, each having attended three sum- 
mer sessions at Rutgers University, car- 
ried out extensive home study during 
the intervening months, and written an 
original thesis based on his own 
research. 


Of the G.S.B. theses which over the 
years have been considered of such dis- 
tinction that they have been placed 
permanently in the libraries of the 
American Bankers Association and Rut- 
gers, 83 were the work of trust majors, 
who have created a substantial body of 
literature available from no _ other 
source. 


A related work which the School un- 
dertook in 1937 is the Trust Research 


Officials of American Bankers Association Trust Division 


CHARLES &. ORCUTT 
Assistant Secretary 


Assistant Secretary 








President, American Institute of Banking, American Bankers Association 
Assistant Vice President and Trust Officer, First Trust and Savings Bank, Pasadena, California 








Department. An outstanding publication 
of this department, “Working Provi- 
sions of Wills and Trust Agreements,” 
by Gilbert T. Stephenson, is known to 
almost every trustman. 


Three other schools of banking on 
the graduate level — the Central States 
School, Pacific Coast School, and School 
of Banking of the South — offer trust 
courses. In addition, there are four an- 
nual state schools for trustmen. 


The educational opportunities for 
trustmen have advanced tremendously 
in the past half century, but the needs 
of a changing economy will require still 
further development. The whole face of 
the trust business is being altered by 
such factors as the growth of the com- 
mon trust fund and the rapid develop- 
ment of pension and _ profit-sharing 
trusts. 


More and more people are being 
brought into direct contact with the 
trust business, and the field that was 
once thought to be the concern only of 
the very wealthy is today a service 
affecting the lives of millions. Millions 
of trust customers mean that increasing 
numbers of competent trustmen will be 
needed in the future, along with ex- 
panding educational facilities to train 
them. 


As bankers and trustmen, we are all 
vitally interested in preserving and en- 
larging the respect and confidence which 
banking and the trust business have 
been accorded in the past. Education is 
certainly a major element in the realiza- 
tion of those desires. The very complex- 
ity of modern trust operations places 

the emphasis on 
education. The de- 
gree of interest 
« which bank man- 
agement takes to- 
day in a practical 
educational pro- 
gram will have sig- 
nificant effect on 
the potential 
strength of our fu- 
ture banking struc- 
ture. 


fl ¢ 


JOSEPH H. WOLFE 
Assistant Secretary 
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IMPROVING STOCK TRANSFER PROCEDURE 


Association Seeks Uniformity with Safety and Convenience 


JOSEPH E. WILLIAMS 


Vice President, The Chase National Bank of the City of New York; 


Chairman Executive Committee, New York Stock Transfer Association 


HE MANY PER- 
§ bendeen prob- 
lems which contin- 
ually plague those 
engaged in effect- 
ing transfers of 
title to securities 
led to the found- 
ing forty years 
ago of the New York Stock Transfer 
Association by a group of leading bank- 
ing institutions, trust companies and 
corporations who recognized the exi- 
gency for the establishment of a clear- 
ing house. The purpose and aim of the 
Association today, as it was at its con- 
ception, is to promote the safety and 
convenience of the issuer of stock or 
securities as well as the registered holder 
thereof, by disseminating information 
and fostering discussions respecting the 
rights, obligations, liabilities and prac- 
tice of corporations and to promote uni- 
formity of practice and requirements 
among those charged with the transfer 
of securities. 





The Association also acts as a medium 
for the expression of the judgment of 
its members and the representation of 
the interest of corporations and asso- 
ciations and the holders of their securi- 
ties to and before stock exchanges, leg- 
islatures, government authorities and the 
public. The functions of the Association 
are advisory and educational and it has 
no power to bind its members in re- 
spect to the conduct of their business. 
Association is now composed of approx- 
imately 250 members representing bank- 
ing and trust institutions and companies 
engaged in transfer work in the United 
States and Canada. Substantially all se- 
curities listed on the major Exchanges 
in this country and Canada are trans- 
ferred by members of the Association. 


Genesis of Criticism 
Through the years transfer agents 
have been the subject of much criticism 
not only on the grounds of being un- 
reasonable and unduly technical in their 
requirements but also for apparent lack 
of uniformity in those requirements. 
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May it be said in their defense that the 
duty of policing transfers to the extent 
they do is based at least in part upon 
the 1848 Federal Circuit Court decision 
Lowry v. Commercial and Farmers 
Bank. This decision, written by Justice 
Taney, in effect designated the corpora- 
tion the “custodian of the shares of 
stock and clothed with power sufficient 
to protect the rights of everyone intér- 
ested from unauthorized transfers **** 
and is responsible for any injury sus- 
tained by its negligence or misconduct.” 
Whether the theories developed in that 
case are fundamentally right or wrong, 
the courts have nevertheless regarded 
them as basic common law and have 
followed them in deciding many subse- 
quent cases. 


Considered in this light and also in 
view of the many variations in State 
laws, it does not seem unreasonable for 
corporations to set up safeguards against 
the potential liabilities they assume when 
undertaking the transfer of registered 
securities. Nor does it seem unlikely that 
some of these safeguards or require- 
ments should lack uniformity when one 
considers the individual interpretation 
of the many laws governing the trans- 
fer of securities by different counsel 
representing corporations and transfer 
agents, 


Without touching on State laws in- 
volving variations in probate procedures 
such as requiring or not requiring court 
orders for sale or distribution by execu- 
tors or administrators, let us consider 
briefly some of the factors which create 
obstacles to complete uniformity solely 
in the area of requirements relating to 
the estate and inheritance tax laws, such 
as (1) domicile of the corporation, 
(2) the location of the office where 
transfers are effected (3) the state of 
residence of the decedent and (4) the 
location of the security at the time of 


decedent’s death. 


Comparative Transfers 


As an example let us consider the 
transfer of the shares of four corpora- 


tions (each incorporated in a different 
state, Delaware, Ohio, Missouri and 
Texas) from the name of a deceased 
resident of New Jersey and all trans. 
ferred at the office of four separate 
transfer agents located in New York. 
Each of the agent’s requirements would 
probably be standard in requesting the 
usual probate court certificate, certified 
copy of the will and an affidavit of resi- 
dence. All of them, however, except the 
agent for the Delaware corporation 
would have additional requirements 
which differed considerably. The Mis- 
souri corporation would require a Mis. 
souri inheritance tax waiver and, since 
the transfer was within a six month 
period from the date of death, evidence 
of compliance with the Missouri statute 
requiring advertising for possible 
claims. The agent for the Texas corpo- 
ration would require a Texas waiver 
consenting to the transfer uncondition- 
ally. (There is another form which re- 
fers to a lien for possible debts which 
is not generally acceptable to Transfer 
Agents.) The Ohio corporation would 
require a waiver from that state. 


Our association through the studies 
of its specialized committees, particu- 
larly our Standardization Committee, 
has done much not only to eliminate 
many of the differences but to create 
a better understanding of the factors 
which create differences. It has accom- 
plished, among other things, the follow- 
ing: 

The formulation of a code of uniform 
requirements which is published nation- 
wide in the association’s official organ: 
The Commerce Clearing House Publi- 
cation, “Stock Transfer Guide and Ser- 
vice” Vol. 1 Paragraphs 100-240 inclu- 
sive; the adoption of a standard form 
of signature guarantee; the revision 
and clarification of many stock transfer 
tax regulations including forms of tax 
exemption certifications. 


Recently our Association was instru- 
mental in obtaining a ruling clarifying 
the New York statute regarding inher! 
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tance tax waivers on small estates where and many differences. It is believed that 


shares transferred have a value of less 
than $500. New Jersey formerly had a 
statute which required a waiver not 
only on the estate of a deceased resi- 
dent, but also on the estate of a deceased 
resident who was a fiduciary or bene- 
ficiary. In this case Association also 
succeeded in obtaining a ruling which 
exempted fiduciaries. 


The Association also opposed the 
Pennsylvania statute which required 
executors or administrators of a de- 
ceased non-resident or guardians of 
minors to file evidence of their appoint- 
ment in the office of the Register of 
Wills in the County in which the princi- 
pal office of the company was located. 
This law has now been eliminated. 


In the fall of 1952 the Association 
appointed a Committee on Fiduciary 
Transfers to work with the Committee 
on Fiduciary Legislation of the Trust 
Division of the American Bankers Asso- 
ciation. The first activity of the Com- 
mittee in the survey was to circulate 
a lengthy questionnaire among its mem- 
bers with respect to requirements in 
connection with certain transfers re- 
quested by fiduciaries. The question- 
naire covered documents required to 
support transfers from a decedent to an 
executor or administrator or a nominee 
or a purchaser or a distributee and other 
transfers by executors and administra- 
tors. Consideration was given to the 
Uniform Fiduciaries Act, nominee stat- 
utes and the probate and inheritance 
and estate tax laws of the various states. 
The answers indicate trends in practice 


this survey will be of great help in 
further and continued studies of the 
problems in this field. 


The membership of our Association 
is keenly aware of the many problems 
still to be solved but we believe a solid 
foundation has been laid for further 
uniformity of practice and requirements. 
The efforts of our Association will al- 
ways be directed towards the goal of the 
highest degree of uniformity attainable 
under prevailing conditions within the 
bounds of safety and convenience both 
for the corporations for whom we act 
and the holders of their securities. 


A AA 
A.LB. Trust Conference Set 


The Trust Business and Investments 
Conference at the annual convention of 
the American Institute of Banking in 
Los Angeles will be held on Tuesday 
morning, June 8th, it is announced by 
President Stetson B. Harman. The Con- 
ference leader is Felix Montano, trust 
officer of Hartford-Connecticut Trust Co. 


AAA 


Beyer New Tri-State Trust 
Committee Head 


Walter E. Beyer, vice president and 
trust officer of the Boardwalk National 
Bank of Atlantic City, is the new chair- 
man of the Tri-State Trust Committee 
representing trust institutions of New 
York, New Jersey and Pennsylvania. The 
committee, formed three years ago, serves 
as a clearing center for legal matters of 
mutual interest to trustmen of the three 
states. 


If you are planning to establish a business 
in Canada or if you are considering the 
purchase of real estate as an investment, 


real 


you will find our Real Estate Division well 


qualified to act for you. 


estate 


Our long experience and wide knowledge 


in of Canadian real estate matters is your 
assurance of our ability to provide expert 


Canada 


services for corporations and individuals 


planning to participate in Canada’s growth. 


We will welcome inquiries and give prompt 
and careful attention to your requirements. 


MONTREAL TRUST 


Company 


MONTREAL @ CALGARY @ EDMONTON @ HALIFAX 
TORONTO e@ VANCOUVER @ VICTORIA @ WINNIPEG 
LONDON, ENGLAND 
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When Your 
Customers Move 
To Virginia ... 


To be sure that your customers 
continue to receive the finest 
trust and estate services available 
when they move to Virginia, put 
them in touch with First and 
Merchants. The most modern 
facilities and highly skilled special- 
ists in real estate, tax matters and 
investments are always available to 
them at the State’s largest bank. 


First» MERCHANTS 


NATIONAL BANK OF RICHMOND 
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OUR MOST SATISFYING ACHIEVEMENT 


A Round-up of Human Interest Stories 


SURVEY OF SOCIAL NEEDS 


Foundation “X” was established for 
the purpose of contributing to such of 
the charitable needs of our county as 
the trustee and an advisory committee, 
may from time to time deem to best 
public advantage. 


Our city had not had a study of its 
health, family and child welfare, and 
recreational agencies, public and private, 
in its more than thirty years of organ- 
ized charitable fund-raising. We had 
never appraised scientifically the needs 
of the community or how those needs 
were in fact being met. We therefore 
obtained the Advisory Committee’s ap- 
proval for a substantial grant to the 
welfare council of our community 
charged with the study of its social 
needs and the coordination of efforts to 
meet them. This grant made possible a 
two-year study of community resources 
and needs and substantially revitalized 
the membership and work of the welfare 
council. It promises to provide a blue- 
print for reorganization of the objec- 
tives and operations of many of our 
agencies, for establishment of new 
agencies to handle problems now being 
neglected, to inform the people what 
our problems really are and how they 
can be faced, and to unify the entire 
community in a more intelligent and 
forceful attack upon the deficiencies of 
our urban life. 


Charles F. Zukoski, Jr. 
Senior Vice President & Trust Officer 
’ First National Bank, Birmingham, Ala. 


A COMPLICATED ESTATE 


Decedent resided 100 miles from At- 
lanta. His family consisted of wife and 
five minor children. His estate consisted 
generally of the following: 


(a) A successful soft drink bottling 
plant, in good physical condition and 
actively managed by decedent. He had 
no one in his employ with sufficient ex- 
perience to take over management. (b) 
1,000 acre farm, including sev- 
eral old tenant houses, and 160 
head of registered cattle infected 
with a disease that could be cured 
by simple inoculation, (but any 
test would always show up posi- 
tive even though cured). Al- 
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though the cattle had been innoculated, 
no proof had been kept and no certifi- 
cate of innoculation from the Veterinar- 
ian. (c) 200 acre farm, not under culti- 
vation for a number of years, but on 
which were four tenant houses rented to 
towns people. (d) 15 acre parcel of land 
on which were 11 low-grade colored 
tenant houses. 


On date of decedent’s funeral at his 
home town, the executor was called 
about 3:00 in the afternoon with the 
request to have the will probated that 
day while certain family members from 
out of town were there. Also, immedi- 
ate action was required to care for the 
livestock. In the view of the time element 
of transportation, the Ordinary of the 
County of decedent’s residence was per- 
suaded to remain at his office until 
after 8:00 at night in order that the will 
might be probated. 


The executor arranged to have the 
livestock cared for and protected by the 
farm hands, and an investigation was 
begun to determine the best marketing 
method for the cattle, since the decedent 
had indicated by letter before his death 
that he wanted his bottling business and 
cattle sold, but nothing to be sold with- 
out the consent of his widow. The cattle 
were eventually sold for a price most 
satisfactory to the estate. 


The bottling plant needed active com- 
petent management immediately. It 
would operate on its own momentum 
for a period of two or three days only. 
Accordingly, a call on the manufacturer 
and supplier of the bottler’s syrups the 
following day resulted in obtaining the 
services of a “trouble shooter” who was 
on the job at decedent’s plant within 
two days to take over active manage- 
ment. Sale of the plant in orderly fash- 
ion was made within three months at a 
favorable figure in excess of the de- 
cedent’s own appraisal. 


The large farm was rented to a per- 
son selected for his knowledge of cattle 
and agriculture in whom the executor 





could have faith in building up the 
pasture and farm lands. The estate was 
distributed to the Bank, as trustee, under 
two trusts for the benefit of the widow 
and minor children, one of the trusts 
being a Marital Deduction Trust. Each 
trust was composed of some real estate 
and about $50,000 in cash. This cash 
was invested through the medium of 
the Discretionary Common Trust Fund 
maintained by the trustee. The widow 
received an award for year’s support, 
the securities that were in the estate hay- 
ing been awarded to her for that. 

A. M. Adamson, Vice President 

Citizens & Southern Natl. Bank 

Atlanta, Ga. 


INCOME FOR A LADY 


Some time ago, an elderly lady came 
to us about a living trust and advised 
us that she owned approximately $100,- 
000 with nearly $50,000 being in- 
vested in Government Bonds yielding 
from 2% to 214%, with the balance 
being invested in out of state bank sav- 
ings accounts, on which she was getting 
a yield of about 114%. 


After discussing the matter with this 
lady, we conferred with her attorney 
and, as a result, the attorney prepared 
a living trust agreement, which provided 
that the holdings in Government Bonds 
and Savings Accounts were to be li- 
quidated and the proceeds invested in 
such investments as are legal in Ken- 
tucky, which has the prudent man rule 
for investments. After investing the 
funds available to us, in first mortgage 
real estate loans, common stocks, a 
nominal amount of Government Bonds 
held for liquidity, and the balance in 
Federal Savings and Loan Association 
shares now yielding. 3%, we increased 
the yield for this lady from approxi- 
mately 2% to nearly 5%, with the result 
that instead of receiving an annual in- 
come of about $2,000, she will be re- 
ceiving between $4,500 and $5,000 each 
year. 


Inasmuch as the income earned on 
this investment is the only source 
of income she has, this lady is 
naturally gratified over the in- 
crease. 
Ira H. White, Trust Officer 
First Natl. Bank & Trust Co. 
Lexington, Ky. 
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A FAMILY TRUST 


Several years ago, I discussed trust 
arrangements with a man who lived in 
a country town, and his attorney pre- 
pared a will naming us as executor and 
trustee. The trust provided for income 
to be paid to or for the use of his wife, 
and in addition, so much principal as 
in the discretion of the trustee might be 
necessary for her support, comfort and 
enjoyment. An additional paragraph in- 
dicated that it was the testator’s wish 
that this discretion be liberally exer- 
cised. The wording in the trust provided 
not only for principal and income to 
be paid to his wife, but to be paid “to 
or for her benefit.” 


For several years after the death of 
the testator we sent income payments 
quarterly to the widow and made an 
occasional principal payment to take 
care of some extra expense, and then 
one day we received a telephone call 
from another state that our widow 
beneficiary had been taken to a hospital 
with some injury to her spine which oc- 
curred while she was being driven by 
her chauffeur over some rough roads. 
Our beneficiary was confined to the hos- 
pital for three months and as trustee 
we used income and principal to pay 
her hospital bills, nurses’ bills, salary of 
her chauffeur, real estate and income 
taxes, and all other legitimate expenses 
which had in the past been paid directly 
by the widow. 


Being confined to the hospital so long 
brought on a heart condition and some 
of her children spoke to the trust offi- 
cer about the fact that she did not seem 
to be doing as well as they expected. 
The trust officer suggested a consulta- 
tion of two specialists from Boston — 
one an orthopedist, and one a heart 
specialist. The bills for these specialists 
were paid by the trustee, and the trustee 
also advanced some money to the chil- 
dren so that they could travel to the 


hospital where their mother was con- 
fined and spend some time with her. 


After about six months our widow 
beneficiary was fully recovered and we 
then went back to the original arrange- 
ment of sending her income quarterly 
and advancing such principal as might 
be necessary for her comfort, support 
and enjoyment. This trust continued for 
quite some time and finally terminated 
when the widow passed away and final 
distribution was made in accordance 
with the provisions laid down by the 
testator. 


William J. McKinley 

Vice Pres. & Trust Officer 
Worcester County Trust Co. 
Worcester, Mass. 


ANSWER TO TRAGEDY 


In 1929 our company was appointed 
executor of the estate of an elderly 
widower survived by a son, a daughter- 
in-law, and two infant grandchildren. 


The son, with a life expectancy of 35 
years, had a good salaried position and 
a modest estate. His father’s will estab- 
lished identical trusts for each grand- 
child, providing income and principal 
solely for a university education, with 
the trusts to terminate and principal to 
be distributed to each grandchild. Each 
trust, provided for principal payments 
in the absolute discretion of the Trustee 
in the event of sickness, accident, or 
other misfortune to the said grandchil- 
dren. 


The son’s accumulations were wiped 
out in the stock market crash. His 
changed financial condition brought on 
ill health and he died in 1932, leaving 
no estate for his widow and two minor 
children, aged 12 and 13. The widow 
was frantic. She consulted us immediate- 
ly, explaining their financial situation. 
Our trust committee gave the situation 
prompt consideration; the administra- 
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tive officer went over the provisions of 
the trust with the attorney; and a peti- 
tion was filed with the court pointing 
out that — 


1. The children had always resided 
with their mother and father. 


2. The father’s estate was suffici- 
ent only to pay expenses of his last 
illness and funeral. The mother had 
no income with which to support and 
maintain the home for the two chil- 
dren. It would be very difficult for 
her to find employment as she was 44 
and not accomplished in any particu- 
lar line other than as a home maker. 


38. The Trustee felt that the mis- 
fortune was of a nature to affect the 
welfare and future of the children. 


4. In erder to prepare the children 
for a subsequent university education, 
it was essential to care for and edu- 
cate them until they were qualified for 
entrance into a university. 


5. Any allowance to the mother 
would be used by her solely for the 
beneficiaries — food, clothing, and the 
necessities of life — giving them the 
preliminary education and instruction 
they were entitled to. 

The Judge entered an order giving a 
monthly allowance to the mother from 
each of the trusts for support and main- 
tenance. This allowance was sufficient 
to maintain their previous standard of 
living. 
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Subsequent events proved the wisdom 
of this Order. The grandson, while at- 
tending the University, enlisted in the 
United States Army during World War 
II, and was killed in action in Ger- 
many. The daughter, before completing 
her college education, married an es- 
timable young man, and three years 
later died of an incurable disease of 
which she had never been told. She was 
survived by her husband and a lovely 
daughter eight months old. 


Upon the termination of the trusts 
by the deaths of the respective bene- 
ficiaries, the balance of the grandson’s 
trust was received by his mother, and 
the balance of the granddaughter’s re- 
mained in trust for her husband and 


child. 


Ulric Scott, Vice President 
First Trust Company 
Saint Paul, Minn. 


FRIEND FOR A LITTLE GIRL 


Many years ago two of our good cus- 
tomers adopted a little girl; six weeks 
later the adopted father died and a few 
years later the mother passed away. 
Thus the child at an early age had lost 
two sets of parents. Montclair Trust Co. 
was appointed the girl’s guardian, and 
we have been closely associated with 
her problems of living quarters, school- 
ing, etc. These responsibilities included 
personal talks with principals of 
schools, arranging her schedules and 
advising her as much as possible in 
the same manner her parents would have 
done. We had to change her living ar- 
rangements because of circumstances 


19 





which had to do with her peace of mind. 
At times during the summer we arranged 
special trips appropriately chaperoned, 
and as she is now 18 years of age we 
assisted in obtaining summer employ- 
ment and, in general, fostering her am- 
bition to follow a chosen profession. 
Whenever there is any change in her 
routine, the headmaster of the school 
consults us and obtains our permission. 


In 1942 we were named executor of 
a substantial estate, the bulk of which 
was bequeathed to the deceased’s nephew 
in South Africa. In view of war condi- 
tions, the legatee did not wish these 
funds paid to him and, as a result, they 
are still under our administration. Early 
in 1945 the nephew advised that his 
son, who was in the South African Air 
Force, was coming to this country fol- 
lowing the cessation of hostilities to com- 
plete his education as an electrical en- 
gineer. As his request we made recom- 
mendations for various colleges and uni- 
versities where this training could be 
secured. He arrived in 1946 after con- 
siderable correspondence and difficul- 
ties with representatives of the two coun- 
tries. We kept him supplied with funds 
acting upon authority given to us by his 
father. As he arrived in a city far re- 
moved from Montclair, we made special 
arrangements for him to be met at the 
boat, supplied him with money and 
saw that he was properly cared for in a 
strange country. When he came to the 
metropolitan area he was received in 
the homes of our officers until such time 
as he was to leave for the Midwest to 
attend college. He eventually graduated 
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with honors and married the daughter 
of one of the professors. They are now 
living South Africa. During all these 
years we were consultant and adviser 
to the student in many matters. We also 
acted as host to his mother who came 
to this country upon his graduation. 


E. D. La Rue 


Vice President & Trust Officer 
Montclair (N.J.) Trust Co. 


THE SECOND MILE 


She was an elderly spinster, a former 
school teacher. She said a friend told 
her to see me. By saving and inheritance 


| che had accumulated $25,000. What did 


| think of a power of attorney to a 
friend who would look after her finan- 
cial affairs if she should become ill or 
incompetent? 


She was surprised when [ told her 
that the power of attorney would be no 
good if she became incompetent. We 
talked about a living trust and sug- 
gested that she see her attorney. A living 
trust with the bank as Trustee resulted. 


After a few years she came to talk 
about where to live. She was afraid to 
live alone in an apartment, afraid she 
would become ill with no one to care 
for her. A friend had suggested her 
going to a home for elderly people 
located on beautiful grounds a few miles 
out of the city with private rooms or 
separate apartments, both with full ser- 
vice and medical care. 

I knew the management and fine repu- 
tation of the home. The choice of finan- 
cial arrangements was a monthly pay- 
ment or a lump sum life care contract. 
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I advised her to take life care and per- 
suaded the home to waive the require- 
ment that she deposit as a gift the re- 
maining $9,000 of her securities. These 
we kept in the trust in the Common 
Trust Fund to provide pin money and 
little extras. 

This account has never brought profit. 
The conferences have been too many 
and too long. It takes a long time to 
hear through a life story and to learn 
of all the family virtues and foibles. If 
there had ever been a feeling of inade- 
quate compensation, it was banished 
when I called on her brother, an elderly 
professional man, to solicit his will. He 
took both of my hands in his and said: 

“I can never repay you for your kind- 
ness to my sister. You have given her 
great peace of mind.” 

B. W. Barnard 

Sr. Vice President & Sr. Trust Officer 

American Trust Co., Charlotte, N. C. 


INTANGIBLE COMPENSATIONS 
Mr. and Mrs. B. lived in “Apple 


Valley” a few miles from a North Cen- 
tral Branch of our Bank. They had three 
married daughters — one in Washing- 
ton, D. C., one in Southern California 
and the third living at home. Her hus- 
band managed the parents’ orchard 
properties. 


Mrs. B. passed away in 1945 in- 
testate. Mr. B. passed away in 1949 
leaving a valid will. The property of 
Mr. and Mrs. B. was all community 
owned and consisted of cash in banks, 
stocks and bonds (including U. S. War 
Savings Bonds registered in various co- 
ownerships), a partnership 1/5 interest 





LARGEST FINANCIAL 





3 INSTITUTION IN THE 
NATION'S CAPITAL 


in a fruit packing and cold storage plant, 
in addition to extensive orchards. 


There had never been any probate 
on Mrs. B’s estate. Under Washington 
law, Mrs. B’s community half of all 
the property, in the absence of a will, 
passed to the three daughters in equal 
shares. Nevertheless Mr. B. continued 
for four years until his death to operate 
the entire estate as though it were his . 
own property. All income was treated as 
his own and taxes thereon paid accord- 
ingly. 

Although one of the daughters was 
named executrix of Mr. B’s will, the 
family attorney suggested that because 
of the many complications they might 
well consider having our bank admin- 
ister the two estates. After conferences 
with the Branch Manager and with one 
of our Probate Division Officers, the 
bank was appointed. 


The daughters wanted the partnership 
interest in the cold storage plant sold, 
and a settlement of the estates which 
would enable the daughter whose hus- 
band had been managing the orchards 
to acquire the orchard property. 


The sale of the partnership interest 
presented some difficulties because the 
other partners had previously acquired 


We're on 
ohiitiitels 
ground! 


When you or your clients 
want accurate, prompt. 
information on any Pennsyl- 
vania trust or estate prob- 
lem why not delegate the 
work to this experienced 
bank? Our Trust Officers 
and personnel are familiar 
with all the practices and 
procedures which affect 
trusts and estates in Penn- 
sylvania. 


Tradesmens Land Title 


BANK AND TRUST COMPANY 
PHILADELPHIA 
Broad and Chestnut 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL RESERVE SYSTEM 
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a similar interest from another estate 
for $30,000 and insisted this was a 
generous offer for our estate’s interest. 
This price did not seem adequate in 
view of the balance sheet and recent 
earnings statements. By agreement with 
the surviving partners, we obtained an 
audit by a C.P.A. who had never had 
any connection with any of the inter- 
ested parties. As a result of the audit, 
we obtained $42,000 for the interest. 


Before an inventory could be filed in 
Mr. B’s estate, it was necessary to go 
back and reconstruct accounts as of the 
wife’s death and start probate on her 
estate to determine what property al- 
ready belonged to the daughters as her 
heirs-at-law and what part of the prop- 
erty constituted the husband’s portion 
of the community estate. The husband’s 
commingling of the accounts for four 
years and having acquired some addi- 
tional investments made accurate segre- 
gation extremely difficult. 


It was also necessary to file amended 
income tax returns for Mr. B. and for 
the respective estate, and to claim refund 
for overpayments by Mr. B. for the 
years, not barred by statute, when he 
erroneously returned all income as his 
own. For this we employed a_ local 
C.P.A., familiar with problems incidental 
to orchards and the fruit industries gen- 
erally. These negotiations went to the 
Tax Court for final determination and a 
refund of over $8,000 was recovered. 


The orchards were operated profitably 
under supervision of the son-in-law. Sale 
of the partnership interest, earnings from 
the orchards, and tax recoveries en- 
abled us to allocate the orchard proper- 


ties to the daughter whose husband had 
been managing them, together with some 
additional cash, and the securities and 
other liquid assets to the other daugh- 
ters. The estate was settled and substan- 
tial cash distribution made within a 
year, an adequate amount being retained 
temporarily to satisfy possible additional 
tax assessments or contingencies. 


This was not one of the large estates 
that. makes the limelight and puts a 
gleam of anticipation in the trust man’s 
eye, but it had intangible compensations 
that appeal to our human side. There 
was most able and constructive service 
by both the lawyer and the accountant. 
The surviving business partners, while 
strongly opposing our position on the 
sale price, conceded its propriety, and 
instead of taking offense, one of them 
has talked to us about a plan for his 
own estate. The heirs, rather than the 
frequent pattern of grasping for more, 
were most considerate of one anothers’ 
wishes and welfare. Their several letters 
of appreciation and commendation of 
our services also made us feel really 
good about a tough job. 

Walter J. Brewer 
Vice President & Trust Counsel 
Seattle-First National Bank 
A A A 
Pennsylvania Trust Assets Up 7.6% 

Personal trust assets under admini- 
stration by state banks and trust com- 
panies in Pennsylvania increased from 
$3,578,358,923 on December 31, 1952, to 
$3,850,598,112 at the close of 1953, a gain 
of 7.6%. At the same time corporate 
trusts increased 9.75% to a total of 
$3,863,294.572, according to the report 
of the state’s Department of Banking. 
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Se conde eel 


The columns of this journal, through 
the years, 


Have dealt with things fiduciary . . . 
(“Holding, held, or founded in trust.” ) 


That weighted, fateful word itself: 
trust... 


The meaning of the word 

And all its implications 

Of property and hopes and dreams 
Relinquished by the man who dies 


And passes on those things .. . in 
trust... 


That those he loved may be protected; 

That what he has amassed by toil and 
his ability 

Throughout his working life 

Shall be conserved — yes, maybe 
multiplied. 

These things: his property, his hopes, 
his dreams 

Continue to exist, though he has gone, 

Because he left them all in trust 

With some fiduciary 

To guard what he accrued: 

The tangible: To purchase goods and 
services 

To make the loved ones’ lives as easy 
as may be. 

Intangible? To carry on those hopes and 
dreams, 

That love and memory may last beyond 
the grave 

And spread a benediction on the people 
of his choice — 

The wife who shared his life and times, 


And children who were love and dreams 
made manifest. 


It is a privilege to carry dead men’s 
dreams 


Beyond the time when they may dream 
them still. 


The men and women who devote them- 
selves to trust affairs 


Are grateful they may carry out the 
wills 


Of countless husbands, fathers, myriad 
others, 


Who, though they one day reach a 
mortal end, 


Still play the part ... through trust ... 
of husband, father, friend. 


ROD MACLEAN, 
Union Bank & Trust Co. of Los Angeles 


TRUSTS AND ESTATES 
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Cartoons depict some foibles of Fiduciary Life 


“He willed his heart to science --- and the 
last | heard, they're still looking is it” 





oe 


“Read me that part again where I disinherit 
all my relatives.” 
(United States Trust Co., New York) 


you all chip in and pay it.” 





“Hold on, Jack Ellford! I happen 
to like the bank I work for and I 
won't have you going around calling 
ita...er... fiduciary.” 


From Case and Comment, Lawyers Co-operative Publishing Co, 








“Yes, your uncle did mention you in his 
will, but I wouldn’t care to repeat what 
he said.” 


Courtesy of Banking 


“Here's a case of real gratitude. Man leaves $20,000 to “i ‘ aaa = 
woman who refused to marry him fifty years ago!” So they give you. big service on a small 
=o} trust account — that doesn’t mean they'll 
. a re i remember your birthday!” 
Is your will suited to present conditions?” Reprinted by special permission of The Saturday (Pennsylvania Company for Banking and Trusts, 
(Girard Trust Corn Exchange Bank, Philadelphia) Evening Post. Copyright 1951 Curtis Publishing Co. Philadelphia) 
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ESTATE PLANNING AND TAX 
FORUMS 


We feel that our group estate plan- 
ning accounts for the largest volume and 
the most immediate results of anything 
that we are doing. We try to plan estates 
with group meetings consisting of the 
attorney, accountant, life. underwriter, 
and a member of our Estate Planning 
Division. We have found that the use 
of our William Spinney’s book “Estate 
Planning Quick Reference Outline” is 
very effective in that it gets the prospect 
psychologically prepared so that he usu- 
ally brings all the necessary information 
to the group meeting. 


The second most effective activity is 
our Tax Forum held each year for at- 
torneys, life underwriters who are spe- 
cializing in estate planning, and certain 
accountants who are specializing in tax 
work. As you know, we print the pro- 
ceedings of the Tax Forums and dis- 
tribute them so that the booklet makes 
a handy reference for quick checking. 
We have had attorneys who have con- 
sulted us and named this company as 
executor and trustee under wills who 
prior to our Tax Forums had never 
done business with us. The handling of 
these Tax Forums has built up a lot of 
prestige and a feeling in the community 
that we are a sort of headquarters for 
estate planning and the discussion of 
tax matters and, while we do not trace 
a lot of direct business, we do know that 
we have been named in a great number 
of wills which would not have happened 
except for the Tax Forums. 


Next on our list would be our 
Women’s Forums — of which we hold 
two. We are able to trace direct busi- 
ness from these. 


Eldridge H. Booth, Jr. 


Vice President and Trust Officer 
Title Insurance & Trust Co., 


Los Angeles, Cal. 


WOMEN’S FINANCE FORUM 
In the Spring of 1952 and 1953 our 


major trust promotion was a Women’s 
Forum which set in motion interest that 
continues to manifest itself a year later. 
Women who attended the forums are 
still dropping in to discuss trust matters 
with our trust officers, many of them 
bringing their husbands. 


Both years, the forums were invita- 
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MOST EFFECTIVE TRUST PROMOTIONS 





tional, held in a theater on four suc- 
cessive Wednesday mornings, and at- 
tracted an average of a thousand women 
per meeting, with best attendance at 
sessions devoted to trust problems. 


Local attorneys spoke on trusts, wills 
and estates, and out-of-town speakers 
on the economic outlook, investments, 
budgeting, insurance and real estate. 

Mimeographed transcriptions of the 
addresses on trust problems are kept 
on hand to supply a continuing demand 
for this type of information from both 
trust department and branch bank cus- 
tomers. 


G. W. Sears, Vice President 
First National Trust & Savings Bank, 
San Diego, Cal. 


SYMPHONY ON TV 


The six years of radio and three years 
of television sponsored by us continu- 
ously has resulted in our most effective 
trust promotion during 1953. Thirty 
programs produced requests for 2,100 
copies of our trust promotion booklet, 
“Planning your: Estate.” Hundreds of 
letters, since going on television, com- 
mended the company for bringing this 
type of program to the air, and many 
of them, believe it or not, especially 
comment on the interest and quality of 
the commercials. 


The Chicago Symphony Orchestra 
does have great drawing power in this 
market, and continuously presenting 
these concerts both on radio and tele- 
vision for so long a period has built 
an audience with a high percentage of 
trust prospects. Commercials are written 
to perform an educational service at the 
same time they describe the facilities of 
our Trust Division. 


Chicago Symphony with Fritz Reiner conducting for TV program sponsored 
by Chicago Title & Trust Company. 








The weekly concerts of symphony 
music originate in Chicago every Wed- 
nesday evening. Tickets are available to 
the public for the audience studio. Spe- 
cial arrangements are made with the 
Board of Education for 100 students in 
the Chicago area to be guests in the 
studio each week. In addition, informa- 
tion about each program is announced 
over the Board of Education’s school 
radio network and portions of the selec- 
tions to be heard on the program are 
played. 


Victor Cullin, Vice President 
Chicago Title & Trust Co. 


CULTIVATING ATTORNEYS 


Our most effective trust promotion 
has been through the attorneys. In 1940 
we started a program to. cultivate at- 
torneys in the Jackson trade area. We 
began by placing them on our mailing 
list to receive all of our trust promo- 
tional literature, especially subjects re- 
lating to taxes and trusts, and during 
the month of December each year we 
have made it a practice to give them 
some useful gift for their offices ...a 
copy of Will Clauses by Rollison, Law- 
yers Daybook or some other item for 
daily use. We are constantly on the 
lookout for timely articles on such sub- 
jects as “marital deduction, gift and 
estate tax law” changes. 


Last September we held an estate 
planning forum, invited all of the attor- 
neys, life underwriters and accountants 
in this trade area as our guests, secured 
the services of Joseph Trachtman of 
New York as the speaker, and after the 
forum had dinner served to all attend- 
ing. The response we received from this 
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amazed all of us here in the bank and 
we plan to hold similar forums in the 
future. We believe this is one of the 
best channels of public relations we 
have ever tried. 


I, as well as the other trust officers, 
make a habit of visiting with our attor- 
neys and helping them in any way we 


\ can with their problems. We often take 


them to lunch, visit with them socially, 


3 and when we have matters before Court 
J we usually attend with them. 


The result of this program is now 
beginning to pay-off, as we are receiving 


) wills and other trust business each week 
from this group. We have a policy of 


protecting the attorneys by not allow- 
ing anyone to do any legal work on an 
account except the attorney who brought 
it or caused it to be brought in to us. 
The attorney who brought the account 
tous serves as counsel for the estate as 
lng as he is engaged in the practice of 
law unless there would be some sufficient 
reason to remove him. The attorneys 
like this, because they know they are 
going to be protected, as we do not 
channel our legal business through 
attorneys representing our bank. 


Noel L. Mills, Trust Officer 
Deposit Guaranty Bank & Trust Co. 
Jackson, Miss. 


CONTINUOUS NEWSPAPER ADS 


Our most effective trust promotion 
has been newspaper advertising consist- 
ently and continuously over a long pe- 
tiod of years. By sticking to the same 
size advertisement, and the same layout, 


and the same position in the paper year 
after year, we have gained a continuity. 
We use 700-line ads, five columns wide, 
a long headline that tells an effective 
story if read alone and rather long copy, 
amplifying the story in the caption. We 
use the case method to illustrate trust 
service. 


Each ad appears in our two St. Louis 
newspapers, and schedules ordinarily 
include between 22 and 30 of these ad- 
vertisements per year. If we assume that 
2% of newspaper readers are trust pros- 
pects, then it costs considerably less to 
expose all of the trust prospects in the 
community to our newspaper advertising 
than would direct mail. In addition, 
even the best mailing list will include 
people whose names should not be on 
the list and exclude a substantial number 
of people of means whom the compilers 
of the list never heard of. Newspaper 
advertisements of a size sufficient to 
dominate the page on which they appear 
will expose all trust prospects to our 
advertising at a very low cost. 


In addition, the 98%, or so, of news- 
paper readers who are not trust pros- 
pects are a part of effective public opin- 
ion in the community. Reaching these 
readers is a bonus and this is important 
because the prestige of the institution 
depends upon what everybody thinks. 
Prestige is particularly important in the 
case of our institution because we are 
engaged in trust service exclusively and 
necessarily must get a very substantial 
proportion of our business from the 
commercial customers of competing 
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FORT WORTH NATIONAL BANK 


FORT WORTH, TEXAS 


COMPLETE TRUST SERVICE FOR INDIVIDUALS AND CORPORATIONS 


Member Federal Deposit Insurance Corporation 


trust institutions. Our experience makes 
us believe, therefore, that in our own 
particular situation, consistent news- 
paper advertising, continued year after 
year, is our most effective trust promo- 
tion. 


Towner Phelan, Vice President 
St. Louis Union Trust Co. 


REACHING PROFESSIONAL 
GROUPS 


Our most effective program, which 
has been going on for several years and 
will continue as long as we have a trust 
department, has been with the attorneys. 
They know that they can come to our 
institution, without obligation, to secure 
the answers on tax, trust and other 
problems. This has paid excellent divi- 
dends. 


Our current promotion is with the 
physicians and dentists in the greater 
Cleveland area. We have made available 
to every member of these professions a 


copy of W. S. McClanahan’s booklet 
entitled “Estate Planning for Physi- 
cians.” 


Nelson Friedman, Asst. Vice President 
Cleveland Trust Co. 


In cooperation with attor- 
neys the Trust Department 
of The Fulton National Bank 
welcomes the opportunity to 
plan the disposition of es- 
tates by Will or gift, so that 
the individual family re- 
ceives maximum benefits and 


pays a minimum in taxes. 


We serve the fiduciary needs 


of individuals and corpora- 


tions in Atlanta and Georgia. 


TRUST DEPARTMENT 


TEN LOCATIONS SERVING THE ATLANTA AREA 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL RESERVE SYSTEM 
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THE ESTATE CLINIC 


In 1949 we embarked upon a planned 
program of developing new business via 
estate analysis. Our advertising from 
that day to this has played on the one 
theme — estate analysis and the need 
for it, coupled with our offer to make 
an analysis for anyone without cost or 
obligation of clients. 


Two years ago we were instrumental 
in getting an underwtiter-trust officer-at- 
torney-accountant group together, called 
an “Estate Clinic.” This group is limited 
to 25 members and includes twelve 
underwriters, three trustmen (one from 
each of our three local trust companies) , 
six tax attorneys (all of whom specialize 
to some degree in estate planning) , and 
four accountants. We meet once a month, 
nine months a year. The informal meet- 
ings are conducted over the dinner table, 
with no speakers or speeches, no officers, 
and no dues other than the cost of the 
dinner. The chairmanship rotates from 
member to member each month, with 
one attorney, one trust officer, one ac- 
countant and one underwriter picked to 
present an actual case analysis. A copy 
of the case is sent to the members in 
advance of the meeting and each works 
out his own particular solution. Then, 
when the panel presents its solution, the 
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others criticize or offer alternatives. It 
is the consensus of the group that our 
experience has been most successful. 
Since we are limited in number and have 
had quite a few applicants who would 
like to join, a second group is now be- 
ing started which will operate along 
exactly the same line. The members of 
this group are the core of our sales 
effort. They are our salesmen — partic- 
ularly the life underwriters. 


When one of these underwriters in- 
terests a man in having an estate analy- 
sis made, he makes an appointment for 
him with a trust officer of the prospect’s 
bank. In cases which are directed our 
way, we then meet with the individual 
and get the data we need relative to his 
estate. We have two full-time men who 
process this data and turn out the writ- 
ten reports of our findings, which first 
develop a hypothetical probate of the 
estate and then point out the possible 
solutions to the individual’s particular 
problems. 


When the report is ready we have 
another conference with the prospect, 
usually with the underwriter present, 
when we read it aloud — he following 
in his copy — answer his questions and 
amplify various points as we go along. 
We then get together with his attorney 
who passes on the legal aspects of the 
plan and draws the documents. 


During the past five years we have 
made analyses of 192 estates, and in 
the majority of the cases have helped 
the attorneys plan them. The assets in- 
volved totaled $88,293,562 — or an 
average of about $460,000 per estate. 
Our analyses showed that these estates 
would be subjected to succession costs 
aggregating $40,148,092 before plan- 
ning, and $14,778,708 after planning. 


These 192 analyses developed the 
need for 90 living trusts involving assets 
aggregating $8,459,776. To date, 52 
of these trusts have been completed. 


We have also been named to act asf 4] 
executor in 111 of these estates, totaling 














$43 million, and testamentary trustee in 0 
118, having assets aggregating $38 mil. dur 
lion (after deducting estimated succes.§§ MP° 
sion taxes). ame 
fami 
We feel this program has been de-M i 
cidedly worth while. We developed aff acco 
total of 474 items of new business, and (see 
to date have put better than 60% offf read 
this potential business on the books. The} fessic 
immediate business — the fees from 
living trusts — are now at a point P ¢ 
where the aggregate of these fees just tively 
about carries the salary cost of our two sf ’ 
ad ¢ 


full-time estate analysts. a 
dividt 
build 


under 


W. T. Hackett, Vice President 


Huntington National Bank, 
Columbus, Ohio 





LEADS FROM COMMERCIAL 
DEPARTMENT 


Our most effective trust promotion 
has been commercial and trust officer 
cooperation. Our officers mention estate 
planning briefly and then secure the 
consent of the prospect for a discussion 
with one of our estate planning officers 
A brief memorandum of the interview 
is forwarded to the President of the 
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:. 
bank and to the estate planning depart vice 
ment. These memoranda serve several han 
purposes: 2. 

1. They give notice to the estate oy tag 
planning department that a certai "2° 
person is willing to listen to our story. plan 

2. The President can check on th SUch 
estate planning department as to the of 
progress being made on leads. hie ; 

3. When the business is secured pape 
the officer who initiated the sale i to tl 


given proper credit and a running and 


score is kept of the number of prosg each 
pects secured by officers and th@ of tl 
number which have been closed. in th 
Paul O. Rothermel, Trust Office We f 

as dey 


Berks County Trust Co. 
Reading, Pa. 








A SERVICE TO 


SMALL TRUSTS 


Trusts, however small, of which our Bank 
is a Trustee can have a broadly diversified 
investment through participation in our 


Common Trust Fund. 


MARINE NATIONAL EXCHANGE BANK 
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4 HEADS BETTER THAN ONE 


Qur most effective trust promotion 
during the year was a series of news- 
paper ads on the theme “4 Heads... 
are much better than one when your 
family’s welfare is at stake.” Referring 
jo the attorney, life underwriter, tax 
accountant and trust officer, the copy 
(see accompanying sample) urged the 
reader to “seek and respect (their) pro- 
fessional advice.” 


Proofs of the ads were sent, respec- 
tively, to the insurance men, lawyers 
and accountants in Nashville. The series 
had a two-fold purpose: to interest in- 
dividuals in estate planning, and to 
build good will among the attorneys, 
underwriters and accountants. 


Granville B. Bourne, Trust Officer 
Third National Bank, 
Nashville, Tenn. 


GOOD WILL OF THE BAR 


Our most effective effort has been our 
consistent effort to gain the respect and 
good will of the Bar Association. We 
have undertaken to accomplish this 


— 


1. Rendering the best possible ser- 
vice to the accounts we are actually 
handling; and 


2. For quite a few years we have, 
in our advertising, consistently recog- 
nized the role of the attorney in estate 
planning and value to his client on 
such matters. I would say that 99.44% 
of our advertising media contains 
some reference to the attorney and 
his role. Periodically we run a news- 
paper ad specifically calling attention 
to the value of the attorney’s advice 
and assistance in estate matters. In 
each case in which this is done a copy 
of the ad is mailed to each attorney 
in the community. 


We feel that this consistent program 
las developed considerable good will 
mong local lawyers. Our effort is also 
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Heading in one of series of ads used by 

Third National Bank, Nashville, in local 

papers to arouse interest in estate planning, 

and to build lawyer, underwriter and ac- 
countant good will. 


receiving some attention on the national 
level. Hardly an issue of Unauthorized 
Practice News, published by the Amer- 
ican Bar Committee on Unauthorized 
Practice of the Law, comes out that 
does not mention one of our ads. 


Floyd O. Shelton 


Vice President and Trust Officer 
Fort Worth National Bank 


A CAPTIVATING QUARTERLY 


The most effective promotional idea 
was the Crown Trust Digest, distributed 
in three issues — spring — fall and 
Christmas to our complete mailing list 
across Canada, of 25,000 clients and 
prospects, 


The purpose of the digest is twofold: 
1. To our clients: to keep our name 
before them, retain their goodwill, and 
acquaint them with the other services 
available for their convenience. 2. To 





In San Francisco 


and throughout Northern 
California, we provide 
complete trust service. 
We invite your inquiry. 


TRUST 
DEPARTMENT 


100 Years of 


prospective clients: to bring to their 
attention how we can serve them, and 
that our doors are always open to an- 
swer their inquiries and suggest solu- 
tions to their problems. 


The reasons why our digest has been 
successful in promoting new business 
and goodwill are: 


1. It is easily read, combines a little 
philosophy, timely subjects, poetry, 
jokes, with a two page featured article 
on one of our services. In the spring 
issue — “What a Trust Will Do” — in 
the fall issue — “A Streamlined Invest- 
ment Management Service.” The Christ- 
mast issue — “Estate Planning and Gift 
Tax.” 


2. It is brief — 12 pages and cover 
— and the colored drawings add to its 
attractiveness. 


3. The picture on the cover is timely. 
For example, the spring digest picture 
of Queen Elizabeth II was received by 
our readers just three weeks prior to 
the Coronation. 


4. It is easily identified. We have 
used the same size and coloring for 
three years, 


Irving P. Rexford, President 


Crown Trust Co., 
Montreal, Que. 


IN KANSAS CITY 
IT’S CITY NATIONAL 


Providing complete ancillary 
service for out - of -state 
attorneys, banks and trust 
companies. We welcome the 
opportunity to be of service 


to you and your customers. 








INCOME TAX 


Premium payments on insurance pur- 
suant to divorce decree not income to 
wife who possesses only contingent in- 
terest in proceeds. Pursuant to separa- 
tion agreement incorporated in divorce 
decree, husband created insurance trust. 
At husband’s death, income from pro- 
ceeds is to be payable to wife if she sur- 
vives and has not remarried. Upon her 
remarriage prior to husband’s death, he 
could revoke trust and take back poli- 
cies. Husband deducted premium pay- 
ments as alimony under Sec. 23(u) of 
Code, but wife did not report premiums 
as income under Sec. 22(k) of Code. 
Commissioner assessed tax deficiencies 
against both parties and petitions to Tax 
Court were consolidated to ascertain 
whether premium payments were de- 
ductible by husband and taxable to wife. 


HELD: Commissioner’s deficiency 
against husband sustained. Where wife 
receives no economic gain, actually or 
constructively, during taxable year 
through premium payments, they are not 
taxable income. Wife had no right to 
proceeds upon husband’s death but only 
to income therefrom, proceeds reverting 
to grantor’s estate. In addition, her in- 
come interest was contingent upon her 
survival without remarriage. Since there 
was no immediate economic gain to wife, 
premiums were not taxable to her under 
Sec. 22(k) and thus were not deductible 
by husband under Sec. 23(u). Willard H. 
Carr, T.C. Memo. Op., Feb. 12, 1954. 


Payments to estate of deceased part- 
ner held to be distribution of income and 
not purchase of partnership interest. 
Taxpayer’s decedent was partner in en- 
gineering firm. Partnership agreement 
provided that, upon death, partner’s es- 
tate was to be paid value of partnership 
interest and one-half income of contracts 
not completed at death. Commissioner 
assessed deficiency, contending that pay- 
ments from profits on contracts com- 
pleted after partner’s death were income 
and not purchase price for partnership 
interest. District Court denied taxpay- 
er’s suit for refund of deficiency paid. 

HELD: Affirmed. The agreement did 
not provide for sale of partnership inter- 
est at death but rather set forth proced- 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 


Tax Attorney, Newark, New Jersey 


ure to liquidate partnership upon death 
of partner. Estate of deceased partner 
received nothing more nor less than his 
rights upon liquidation. Partnership had 
no goodwill. Partnership accounts repre- 
sented undrawn income, no capital con- 
tributions ever having been made. Black 
v. Lockhart, 8th Cir., Jan. 28, 1954. 


Wife taxable on entire income of trust 
paid to her for benefit of herself and 
children. Decedent husband created trust 
providing for payment of entire income 
to wife, taxpayer, for benefit, mainte- 
nance and support of herself and their 
12 children. Wife reported 1/13th of trust 
income as taxable to her. Commissioner 
assessed deficiency contending that wife 
was entitled to entire net income of trust. 
Part payment of deficiency was made 
and suit for refund commenced. 


HELD: Denied. Wife was entitled to en- 
tire income. Provision that income should 
be for children’s benefit explained object 
of gift but did not vest any interest in 
children. Taxpayer’s release and dis- 
claimer of all income in excess of 1/13th 
share is not binding. Beneficiary of spend- 
thrift trust, under Pennsylvania law, 
can revoke such release and continue re- 
ceiving all tiie income. State court deci- 
sion finding that wife is only entitled to 
i/13th share of income is not binding for 
Federal tax purposes since decision was 
not result of adversary proceeding. 
Gallagher v. Smith, D.C.E.D. Pa., Dec. 4, 
1953. 


ESTATE TAX 


Widow held not liable as transferee of 
life insurance, for unpaid income taxes 
of decedent. Taxpayer received life in- 
surance proceeds upon husband’s death 
in 1945. Estate tax liability exhausted 
estate assets. In 1947, Commissioner 
assessed income tax deficiency against 
decedent’s estate for years 1943 and 1944 
and filed suit against wife of decedent 
as transferee of estate assets. 


HELD: Action dismissed. At time 
additional income tax deficiencies were 
assessed, neither decedent nor his estate 
possessed any interest in insurance pro- 
ceeds. Thus, taxpayer is not a transferee 
of property pursuant to Sec. 311(f) of 
Code. U. S. v. Gilmore, D.C.S.D. Fla., 
Jan. 19, 1954. 





Insurance proceeds payable to estatg 
of beneficiary upon her death are no 


taxable in gross estate. Proceeds of in 
surance on life of decedent’s father wer 
retained by company under interest op. 
tion payable to decedent. Decedent wa 
given no power over proceeds during he 
life, except that she could name contin. 
gent beneficiary to receive proceeds upor 
her death. In default of such appoint 
ment, proceeds were to be payable 

her “executors, administrators or as 
signs.” Decedent died without exercising 
her power and proceeds remaining witi 
insurance company became payable t 
her estate. Commissioner assessed defi 
ciency, contending that proceeds wer 
includible in gross estate under Sec. 81 
(a) and (f) of Code. District Court re 
fused to allow refund of deficiency paii 


HELD: Overruled. Decedent did no 
exercise a general power of appointmen| 
and since power was created befor 
October 21, 1942, it is not a_ taxabl 
transfer under Sec. 811(f) of the Code 
Nor did decedent possess a vested re 
mainder interest in the proceeds includ 
ible under Sec. 811(a) of Code. Proceed 
were payable to her estate by reason 0 
father’s disposition, decedent having nf 
rights over the proceeds during her life 
She had no interest in property whicl 
was transferred at her death. Secon 
National Bank v. Dallman, 7th Cir 
Jan. 12, 1954. 


Transfer of property in return fo 
annuity payments not subject to esta 
tax. Decedent, in 1937, transferred asse 
to her daughter pursuant to agreemell 
providing for $5,000 annuity as consid 
eration. Daughter created trust for prop 
erty which paid the annuity obligatio 
with aid of personal contributions fro! 
daughter. Commissioner assessed esta 
tax deficiency contending that transfd 
to daughter was taxable under S¢ 
811(c) of Code. Decedent’s executor pai 
the deficiency and sued for refund. 


HELD: Refund granted. At time ° 
transfer to daughter value of prope 
did not exceed amount necessary to Pp! 
chase $5,000 annuity. No tax avoidant 
motives vere involved since value ® 
property did not exceed estate tax 
emption when transferred. Thus, trats 
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fer was bona fide irrevocable sale of 
property for adequate and full consid- 
eration and not taxable under Sec. 811 
(c) or (d) of Code. Decedent could not 


be considered grantor of trust created 
by daughter. Trust was created to carry 
out terms of completed transfer. U. S. 
National Bank v. Earle, D.C. Ore., 
Nov. 30, 1953. 


Girt TAx 


Transfer to family corporation con- 
sidered taxable gift subject to only one 
exclusion. Two brothers and their wives 
transferred, over two-year period, realty 


. estate 
are noi 


; of ing worth $641,443 to family corporation. 
er wer@ Stock of the corporation was owned, 40% 
est opm by donors and 60% by their 11 children. 
nt wai Taxpayer filed return stating that no 
‘ing hem taxable gift was made or in alternative 
contingg gift was made only to extent of excess 
ds upom of their 40° interest and each was 
ippoint/™ allowed 11 exclusions representing num- 
able t#@ ber of non-contributing stockholders. 


or as™ Commissioner assessed deficiency based 
ercisingm on gift to corporation of entire value of 
1g wit property with one exclusion. 

a ty HELD: Commissioner sustained. Trans- 
ed defi 


fer is considered gift to corporation, not 
to non-contributing stockholders, and 
therefore is subject to one annual ex- 
clusion only. Heringer, 21 T.C. No. 65, 
Jan. 26, 1954. 
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REVENUE RULINGS 


Income Tax: Partnership may continue 
where one of two partners dies. Rev. Rul. 
144 held that death, withdrawal, etc., 
creating shift of interest among remain- 
ing partners does not terminate partner- 
ship for income tax purposes. Ruling can 
also apply where one of two partners 
dies if surviving partner and estate of 
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EsTATS 


ESTABLISHED 1859 


deceased partner continue business as 
partnership. Partnership may also con- 
tinue where business is wound up over pe- 
riod of time and estate of deceased part- 
ner retains decedent partner’s interest 
in profits. However, where, pursuant to 
agreement, surviving partner purchases 
decedent’s interest at a price determin- 
able as of decedent’s death, partnership 
terminates at his death. Ruling will only 
be applied to transactions which occur 
on January 1, 1954 or thereafter. Rev. 
Rul. 54-55, L.R.B. 1954, p. 9. 






Estate Tax: Agent preparing return 
may later assist in establishing different 
property values. Fact that attorney or 
agent assists taxpayer in preparing 
Form 706 and signs “Declaration of 
Attorney or Agent Preparing Return” 
does not prevent his later assistance in 
establishing different property values 
than reported. Declaration signed only 
admits correctness of facts of which he 
has any knowledge. Rev. Rul. 54-36, 
I.R.B. 1954-4, p. 8. 


Estate Tax: Will submitted with estate 
tax return must be certified. Reg. 105, 
Sec. 81.65 provides for the submission 
of duplicate copies of decedent’s will 
with Form 706, final estate tax return. 
Certification must be made on one of 
such copies by the applicable register of 
wills or his authorized representative. 
Rev. Rul. 54-35, I.R.B. 1954-4, p. 8. 


Income Tax: Application of Clark case 
to short-term trusts restricted. Seventh 
Circuit, in Commissioner v. Clark, held 
that income from 10-year trust is not tax- 
able to grantor pursuant to Reg. 118, 
Sec. 39.22(a)-21(C). The trust was cre- 
ated prior to December 29, 1945, date 


of issuance of applicable regulations and 





Intermountain Leader in Trust Service 


Walker Bank 
& Trust Company 


SALT LAKE CITY 








forty years. A 
vidual and The Union National Bank of 
Youngstown were named executors and 


its term was extended to 10 years prior 
to that date. Trust beneficiary was a 
charitable corporation. 


Internal Revenue Service will follow 
Clark decision only in cases where issues 
and facts are identical. Rev. Rul. 54-48, 
I.R.B. 1954-6, p. 5. 


A A A 


Where There's A Will 


JOHN ToD, civic leader, prominent re- 
tired industrialist and a descendant of 
Ohio’s Civil War Governor, bequeathed 
stock valued at about $400,000 to the 
Youngstown Hospital Association and 
stock of about $200,000 to the Tod Nurses 
Home. Mr. Tod, a widower, left 2,000 
shares of Youngstown Sheet and Tube 
Co. stock to each of two cousins, and 
numerous bequests to more distant rela- 
tives and household employees. 


The residuary estate, amounting to 
almost four million dollars, was left in 
eight trusts for the benefit of second 
cousins and is distributable to the residu- 
ary legatees as follows: one-quarter at 


the age of thirty years; one-third of the 


remainder at the age of thirty-five years 
and the entire balance at the age of 
cousin, another indi- 


trustees. The total value of the estate 
is estimated in excess of eleven million 
dollars. 


Responsible 
Banking 
and 
Trust 


Service 
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THE OHIO 
NATIONAL BANK 


OF COLUMBUS, OHIO 


Affiliated with 
BancOhio Corporation 
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Federal Deposit Insurance Corporation © 





RECENT FIDUCIARY DECISIONS 


HELD: The family allowance should 
be charged pro rata against the separate 
property of the decedent and all the 
community property in the estate, in- 
cluding the widow’s part thereof. 


COMMUNITY PROPERTY — How Ex- 
penses of Administration, Family 
Allowance Are To Be Charged 


California—District Court of Appeal 
Estate of Hirsh, 122 A.C.A. 879 (Jan. 26, 
1954). 


SUCCESSOR FIDUCIARY — Successor 
Trustees Possessed Same Powers 
as Original Trustees 


Decedent left both separate and com- 
munity property. This case arose on a 
petition for instructions by the execu- 
trices of his will as to the fund or funds 
against which certain items of expense 
should be charged. 


Minnesota—Supreme Court 
In re Warner’s Will, 61 N.W. (2d) 840. 


Decedent’s will bequeathed certain 





CONTRIBUTING LEGAL EDITORS* 


On its 50th Anniversary, TRUSTS AND ESTATES takes occasion to 
express its appreciation to the following attorneys who are performing 
a valuable service in reporting current decisions of interest to fiduci- 
aries, lawyers and others concerned with the planning and administra- 
tion of estates and trusts. Special citation goes to Messrs. Nossaman 
(Cal.), Guy Newhall (Mass.) and Dorsey (Minn.), who have col- 
laborated in this undertaking since its inception in October 1935. For 
space reasons, only these three editors are represented this month. 


ARIZ.: H. L. Divelbess—Gust, Rosenfeld, Divelbess, Robinette & Linton, Phoenix 
ARKANSAS: Philip H. Loh I1I—Attorney-at-law, Morrilton 

CALIFORNIA: Walter L. Nossaman—Brady, Nossaman & Paulston, Los Angeles 
COLORADO: Hubert D. Henry—Henry and Keating, Denver 

CONNECTICUT: Allan K. Smith—Day, Berry & Howard, Hartford 
DELAWARE: Robert C. Barab—Attorney-at-Law, Wilmington 

DISTRICT OF COLUMBIA: Harold A. Kertz—Roberts & McInnis, Washington 
FLORIDA: Warren L. Jones—Fleming, Jones Scott & Botts, Jacksonville 
GEORGIA: James M. Sibley—Spalding, Sibley, Troutman & Kelley, Atlanta 
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INDIANA: J. A. Alexander—Buschmann, Krieg, DeVault & Alexander, Indianapolis 
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LOUISIANA: John M. Wisdom—Wisdom & Stone, New Orleans 

MAINE: Robinson Verrill—Verrill, Dana, Walker, Philbrick & Whitehouse, Portland 
MASSACHUSETTS: Guy Newhall—Attorney-at-law, Lynn 

MICHIGAN: Lawrence S. King—WMiller, Canfield, Paddock & Stone, Detroit 
MINNESOTA: J. E. Dorsey—Dorsey, Colman, Barker, Scott & Barber, Minneapolis 
MISSOURI: Robert Neill, Jr.—Thompson, Mitchell, Thompson & Douglas, St. Louis 
NEBRASKA: Frank D. Williams—Cline, Williams, Wright & Johnson 

NEW JERSEY: Samuel J. Foosaner—Foosaner & Saiber, Newark 

NEW MEXICO: See Arizona 

NEW YORK: Joseph Trachtman—Trachtman & Wolf, New York City 

NO. CAR.: H. Gardner Hudson—Ratcliff, Vaughn, Hudson & Ferrell, Winston-Salem 
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OKLA.: Bruce H. Johnson—Embry, Johnson, Crowe, Tolbert & Boxley, Okla. City 
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RHODE IS.: Colin MacR. Makepeace—Tillinghast, Collins & Tanner, Providence 
SOUTH DAKOTA: Alan L. Austin—Austin & Lovre, Watertown 

TENNESSEE: Charles C. Trabue, Jr.—Trabue & Sturdivant, Nashville 

TEXAS: Marvin K. Collie—Vinson, Elkins & Weems, Houston 

VIRGINIA: Ellsworth Wiltshire—Wiltshire & Rives, Richmond 
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ONTARIO: L. G. Goodenough—Sinclair, Goodenough, Higginbottom & McDonnell 
QUEBEC: John Claxton—Dixon, Claxton, Senecal, Turnbull & Mitchell 


*This roster is published in the first issue of each volume. In other issues, reporting attorneys are listed. 
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property to named trustees “and their 
successors” to be held in trust for the 
benefit of his daughter, to pay her the 
income for life with remainder to her 
issue, provided that in case of the death 
of her husband and in case the trustees 
should deem it expedient to do so, the 
trustees might distribute all or part of 
the principal to the daughter. Decedent’s 
will also created other trusts in which 
different items of property were be- 
queathed to the trustees, mentioning the 
trustees’ successors in the case of one 
other trust and not mentioning the trus- 
tees’ successors in other cases. 

Two of the trustees of the daughter’s 
trust died, and the surviving trustee 
then resigned, being replaced by a corpo- 
rate trustee. Thereafter and after the 
death of her husband, the daughter 
petitioned the court to have the princi- 
pal of the trust distributed to her. The 
daughter’s sole living child filed objec- 
tions to this petition on the grounds that 
the power to distribute principal mae 
personal to the original trustees and did 
not pass to the successor. The court | 
authorized termination. 

HELD: Affirmed. Unless a contrary 
intention is expressed, trust powers | 
pass to successor trustees. The facts, | 
that the power to distribute princi- 
pal extended for the life of the bene- 
ficiary (who might have been expected 
to outlive the original trustees), that | 
the property was given to the trustees 
and their successors, and that the power 
was undoubtedly intended to pass to the 
survivor of the original trustees, all 
tend to confirm that the testator’s intent 
was to confer the power to distribute 
principal upon the successor trustees. 


TAXATION — Income — Domicil — 
Where Mother Has Custody of 
Children Domicil Follows Hers 


Massachusetts—Supreme Judicial Court 

State Tax Commission v. Felt, 1954 A.S. 67; 

Jan. 19, 1954. 

Mother of minor children set up 4 
trust for their benefit. All parties were 
residents of Massachusetts. Subsequently 
she obtained a divorce from her husband, 
with custody of the children, and then 
married a resident of Toronto. With the 
consent of the children’s father she took 
them with her to her new home in Can- 
ada. The trustee made a state income tax 
return on the basis of their being non- 
residents. The Commissioner disagreed 
and assessed a tax, claiming that their 
legal domicil followed the father, who 
was a resident of Massachusetts. 

HELD: The Commissioner was wrong. 
While ordinarily the domicil of minor 
children follows that of the father, where 
the parents are divorced and the mother 
has the custody and she by remarriage 
acquires a domicil in another jurisdic- 
tion, to which she takes the children with 
the consent of their father, the domicil 
of the children follows that of the mother. 
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The First National Bank 
OF PHILADELPHIA 
Charter Number One - Est. 1863 
Member Federal Deposit Insurance Corp. 


Fidelity Trust Co., Pittsburgh _......... 269 
Peoples First National Bank & Trust 
Cé.,: Faeeeee :...... 2051 273 


Potter Bank & Trust Company 
Grant Street at Fifth and Diamond 
Pittsburgh 
Est. 1902 Resources $46,055,816.26 
Bernard J. __ Bernard J. Hampsey, VP in Ch Trusts VP in Ch Trusts 


The First National Bank 
OF WILLIAMSPORT 
Charter No. 175 Resources $11,224,424 
Malvin F. _Mabvin F. Consider, View Fees. © Tn. Gieer Vice Pres. & Tr. Officer 


OO ISLAND 


 iedustetel Metlenal Bek National Bank 


Providence 
Established 1791 
Resources $479,891,128.67 


Rhode Island Hospital Trust Co.., 
Providence 


SOUTH CAROLINA 


The South Carolina National Bank 
OF CHARLESTON 
Trust DEPARTMENTS AT 
Charleston - Columbia - Greenville 
“The oldest and largest Bank in 
South Carolina” 


TENNESSEE 


The First National Bank 
OF MEMPHIS 
Est. 1864 Resources over $200,000,000 
Troy Beatty, Jr., VP & Sr. TO 
Ira C. Denton, VP & TO 








Union Planters National Bank 
OF MEMPHIS 
Est. 1869 Resources $332,510,677.39 
R. N. Lloyd, Jr., Vice Pres. & Trust Officer 


Tennessee’s Oldest Trust Institution 
Established 1889 


Nashville Trust Company 


Nashville, Tennessee 


TEXAS 
First National Bank, Dallas ____.........- 338 
Republic National Bank, Dallas ...... 195 


Mercantile National Bank 
AT DALLAS 
Est. 1916 Resources $257,699,075.26 
Clarence E. Sample, Vice Pres. & Tr. Officer 


El Paso National Bank 
El Paso 
Established 1926 
J. F. Nelan, Vice Pres. & Trust Officer 
W. R. Squires, Jr., Assistant Trust Officer 





Fort Worth National Bank 
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Hutchings-Sealy National Bank 
OF GALVESTON 
Est. 1854 Our One Hundredth Anniversary 
T. W. Lain, VP & TO Norman Johnson, TO 
Ernest Stavenhagen, ATO 








National Bank of Commerce 
OF HOUSTON 
Est. 1912 Resources $349,419,983 
Charles W. Hamilton, VP & TO 


The Second National Bank 
OF HOUSTON 
Established 1907 

Resources in excess of $300,000,000.00 

Available to serve your needs in the 

Southwest 





San Angelo National Bank 
San Angelo 
Est. 1884 Resources $23,916,703 
Lewel J. Alexander, Vice Pres. & Tr. Officer 


The Alamo National Bank 
OF SAN ANTONIO 
Est. 1891 Resources $77,727,046.42 
Herbert S. Croft, Vice Pres. & Trust Officer 








San Antonio Loan & Trust Co. 
San Antonio 
Est. 1892 Resources $13,652,553 
F. J. Oppenheimer, President 





UTAH 





Walker Bank & Trust Co., 
Salt Lake City 





VERMONT 





Proctor Trust Company 
Poultney Proctor 
Vermont 
Personal Trusts Invited 





Killington Bank & Trust Company 
Rutland 
Trust Department Equipped to 
Serve You. 





VIRGINIA 


Citizens Bank & Trust Co. 


Charlottesville 
Trust Resources approximately $3,000,000 
Alexander J. V. Thelen, Trust Officer 


The PEOPLES National BANK 
OF CHARLOTTESVILLE 
Resources $44,305,065 
plus Trust Department Assets $24,892,094 


The First National Bank 
OF DANVILLE 
Resources $25,000,000.00 








Est. 1872 


Landon C. Horne, Vice Pres. & Trust Officer 


The First National Bank 
OF LYNCHBURG 
Established 1865 
J. D. Owen, President & Trust Officer 





Lynchburg Trust & Savings Bank 
Lynchburg 
Virginia’s Oldest Trust Company - 1890 
James R. Gilliam, Jr., President 





National Bank of Commerce 
Norfolk 
Largest Bank and Trust Institution 
in Tidewater Virginia 





The Seaboard Citizens National 
Bank of Norfolk 


Established 1867 
Norfolk’s Oldest Bank 





First and Merchants National Bank, 
Richmond 


State-Planters Bank & Trust Co., 
LOLOL TENET DATE 


First National Exchange Bank, 
Roanoke 





Mountain Trust Bank 
Roanoke 
Banking Resources $28,602,352 
Thomas P. Parsley, President 





WASHINGTON 





National Bank of Commerce 
OF SEATTLE 
Robert W. Sprague, Chm., Trust Committee 
John T. Glase, VP & Mgr. Trust Dept. 





Seattle-First National Bank 





Seattle Trust & Savings Bank 
Seattle 
Complete Trust Service since 1905 





WEST VIRGINIA 


The Flat Top National Bank 
Bluefield 
Modern Trust Services 
G. H. Lawhead, Vice Pres. & Trust Officer 








Security Trust Company 
Wheeling 
Congratulations to 
TRUSTS AND ESTATES 
on their 50th Anniversary 


WISCONSIN 


Kellogg-Citizens National Bank 
Green Bay 
Est. 1874 Resources $43,275,311 
W. J. Grover, Trust Officer 


First Wisconsin Trust Co., Milwaukee 282 


Marine National Exchange Bank, 
fe OP RE eb eae Tee iS Se ED 342 


First National Bank & Trust Co. 


OF RACINE 
Est. 1853 Resources $57,036,678 
Philip B. Korzilius, Trust Officer 
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Wisconsin Valley Trust Company 
Wausau 
1904 - 1954 
Offering a Complete Trust Service 
Resources $17,563,405 


WYOMING 


The Stock Growers National Bank 


Complete Banking 
Trust and Estate Services 


CANADA 


Canada Trust Company 
London, Ontario 
Est. 1901 Trust Assets $189,974,931 
Morley Aylesworth, Pres. & G. M. 


Toronto 
Crown Trust Co. 


Guaranty Trust Co. of Canada .... 


Toronto General Trusts Corp. 


The Canada Permanent Trust Co. 
Head Office: Toronto, Canada 
Branches: 12 Branches, coast to coast 
Estates and Trusts - $107,203,124 
T. D’Arcy Leonard, C.B.E., Q.C., President 


The Sterling Trusts Corporation 


Toronto, Canada 
Complete Trust Services 


Montreal Trust Co. 


Royal Trust Co., Montreal 


Wurtz Bros. 


HOME OF TRUSTS AND ESTATES 


Conveniently located diagonally op- 
posite Grand Central Terminal (from 
which this photograph was taken), the 
offices of TRUSTS AND ESTATES occupy 
the 25th floor of 50 East 42nd Street, 
adjacent to the Lincoln Building (center 
foreground). 


The editors extend a cordial invita- 
tion to visit the magazine’s headquarters 
whenever business or pleasure brings 
readers to New York. 
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Plant at Paterson, N. J.. where, under the supervision of the Lont brothers, Nicholas and John, Trusts anp Estates has 


been printed for over a third of its existence. 
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